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THE PLACE OF VALUE THEORY IN ECONOMICS. I 
I 


In the language of the craft “economic theory” has come to 
mean value theory. A reader who finds these words in a title 
expects the volume they describe to be concerned with the “origin 
of value”’ and its several manifestations in distributive shares. A 
learner who elects a course of study bearing this name accounts 
himself committed to a survey, historical or critical, of various 
theories of value to the end that he may know the truth. A writer 
who seeks acclaim knows that he can become an accredited “eco- 
nomic theorist’’ only after he has been beguiled into committing 
himself to a definite explanation of some of the phenomena of 
value. In the accepted vernacular the expressions are synonyms. 

This is not because ‘‘economic”’ and “‘value”’ have a like mean- 
ing; for in origin, in development, in association with the things 
of here and now they part company. Economics has come to 
include many subjects of study; it resolves and re-resolves itself 
into many intellectual inquiries; it stretches away through the 
prosaic subjects of banking, finance, and transportation to account- 
ing, business management, salesmanship, and other inquiries sor- 
didly near to money-changing. Its busy workers, who babble in 
many tongues upon many subjects, make no pretension of being 
theorists, and the accepted theorists have no intention of thrusting 
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upon them this unwonted dignity. Likewise “value” has many 


manifestations; it cannot be pent up within the narrow bounds 
within which economists would confine it. It escapes, becomes a 
property of literature, art, education, and religion, and endows the 
aspects of life with an attribute even unto the mudsills of existence. 
Used alone the words ‘‘economics”’ and “value” describe intel- 
lectual interests which, converging upon a few common phenomena, 
diverge and go their separate ways. But the addition of the word 
“theory”? takes from each its disposition to wander, and leaves 
them with a common concern. ‘ 

The magic by which “theory” effects this identity produces 
two startling consequences. On the one hand, it denies to value 
inquiries in aesthetics, ethics, and education a theoretical char- 
acter, a denial which does not disturb the spirits of those who 
seek the truth in these strange places, since the implications of 
economic terms are among the things of which they are most 
innocent. On the other hand, as common speech testifies, it refuses 
to recognize as theory speculation about subjects of economic 
import other than value. Such exclusion reasonably implies either 
a denial of the use of sustained and articulate argument to reach 
generalizations’ about such subjects as the function of accounting, 
the nature of insurance, and the place of division of labor in eco- 
nomic organization, or an insistence that such formulations are 


‘In its last analysis “‘theory”’ is only generalized description. By study we 
arrange like phenomena into groups, these as individuals into larger groups, these 
groups into still larger groups, etc. The series stretches away from the supposititious 
infinitesimal at one extreme to the hypothetical infinite at the other. About the first 
of these it is hypothetically possible to make statements free from the slightest taint 
of generality. About individuals in any group about the infinitesimal it is impossible 
to avoid generality; hence statements about these groups are in their respective degrees 
theoretical. ‘‘In its most proper acceptation, theory means the completed result of 
philosophical induction from experience.’”-—John Stuart Mill, A System of Logic, Bk. 
V, chap. vii [first American ed.]. p. 504. Since the thing described can always 
be resolved into component entities, description involves generalization; since the 
parts are to some extent unlike and involve relationships, it cannot be free from specu- 
lation. Together generalization and speculation make all descriptive work theoretical. 
Those who deny theoretical standing to the conclusions of finance, accounting, and 
transportation mean only that their conclusions apply to groups of phenomena much 
less comprehensive than the groups about which our concern with general economics 
requires that we seek knowledge. 
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irrelevant to the larger concerns of economics. Yet, on the first 
charge, the title of “‘economic theory’’ cannot be denied to Brown’s 
conclusions about the nature of commerce,’ and to Lyon’s lucid 
statements about the relation of the internal organization of the 
corporation to the process of investment,? for both are speculative 
in character and both comprise sustained arguments. Nor can 
they be excluded on the second charge, for both are of general 
economic significance: the principles of commerce relate to an 
institution without which industrial society would lose its differ- 
entiated aspect, and the theory of corporate organization to the 
significant subject of bringing together into a system the myriad 
of investment openings and the savings of a multitude of individuals. 
Their exclusion can be explained only in conventional terms of lack 
of concern with value theory. Such exclusions bear evidence that 
economics is divided into two mutually exclusive parts. One con- 
cerns itself with value, still thought of as of overshadowing impor- 
tance, and uses a method in which deduction is pronounced. The 
other comprehends an array of practical subjects, such as insurance, 
corporation finance, and commercial organization, little dependent 
upon the more general inquiry or upon one another, and presumably 
subject to “descriptive” treatment. 

But with all its magical efficacy ‘“‘theory”’ has not caused its 
economic variant to include all the problems of value which belong 
to economics. On the contrary it limits its concern to very par- 
ticular questions. Of these the most obvious is “the origin of 
value,” a logical rather than a historical inquiry, a search for an 
“efficient cause.”’ Stripped of its nonessentials it is an attempt 
to discover‘the minimum of conditions under which economic value 
comes into existence. Of similar import is the much-contraverted 
issue of whether value is a quantity or a ratio. These inquiries 
serve as a basis for a discussion of the variant types of value, such as 
wages and rent and the schematic relationship of these to each 
other. Of these types interest, or the income from capital, looms 
largest in economic literature. Together these questions mark the 

* Harry Gunnison Brown, The Principles of Commerce, Part II, especially pp. 
3-18, 86-115, and Part III, pp. 3-36. 

2 W. Hastings Lyon, Capitalization: A Book of Corporation Finance, pp. 1-50. 
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limit of the value inquiries which may properly be included in 
economic theory. The selective test is much more restrictive than 
a mere concern with market prices or general economic values. 
For instance, von Wieser and Smart are economic theorists even 
in speculating about the valuation of satisfactions’ or the more 
hypothetical phenomenon known as “‘subjective exchange value,’” 
because they bring such speculations to bear upon the question of 
the origin of value. Nor does Fisher lose caste as a theorist when 
he heaps up psychology, good and indifferent, in an attempt to find 
the origin of interest in the economic judgment. But on the con- 
trary, despite his use of material admittedly economic, Cooley is 
excluded from the ranks because his concern is with the unconven- 
tional subject of the relation of pecuniary valuation to social organi- 
zation.* More significant still, despite its speculative character 
and its concern with pecuniary values, Mitchell’s treatise on the 
business cycle is not accounted economic theory.’ The term has 
been withheld by reviewers, who, taking quite literally its descrip- 
tive title, observing its lack of conventional statement about value, 
and deceived by its use of an alien method, have found upon it 
none of the hall-marks of theory. The denial is all the more sig- 
nificant since an acceptance of Mitchell’s conclusions requires a 
re-examination of the whole scheme of distribution, most obviously 
of the law of profits. 

t Friedrich von Wieser, Natural Value (English trans.), pp. 3-19. 

? William Smart, The Theory of Value (new [second] ed.), pp. 47-51. 

3Irving Fisher, The Rate of Interest: Its Nature, Determination, and Relation to 
Economic Phenomena, especially pp. 88-89, 102-9, 220-22. 

4 Charles Horton Cooley, ‘The Institutional Character of Pecuniary Valuation,” 
American Journal of Sociology, XVIII, 543-55; “‘The Sphere of Pecuniary Valuation, 
ibid., XIX, 188-203; and ‘‘The Progress of Pecuniary Valuation,” Quarterly Journal 
of Economics, XXX, 1-21. 

5 Wesley C. Mitchell, The Business Cycle, especially pp. 21-41, 452-511. 

6 It isin point that the reviewers of the book treat it as a contribution to the litera- 
ture of a practical problem. They overlook at once its theoretical character and its 
general economic import. In the Economic Journal, XXIV, 78-82, Mr. A. C. Pigou 
characterizes the treatment as ‘‘a descriptive analysis of business cycles centered about 
the prospect of profit.” In general he accepts Mr. Mitchell’s conclusions, seemingly 
oblivious to their incompatibility with the assumptions underlying his own theoretical 
system. See also the review by Warren Milton Persons, ‘‘ Books on Business Cycles,” 
in Quarterly Journal of Economics, XXVIII, 795-810. 
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It becomes, therefore, pertinent to inquire whether an economic 
theory limited to a few problems of value can properly claim the 
dominance over the general subject which has usually been accorded 
it. On the one hand it is heir to the prestige of the older political 
economy which preceded it. It is supposed to exercise authority 
over the work which is done in the subordinate fields, such as money, 
monopoly, and trade unionism. More important still, even if it 
cannot be called on for a judgment upon the larger questions con- 
cerned with the prevailing economic system, it is supposed to fur- 
nish the positive material upon which such a judgment can be based. 
On the other hand its influence over subordinate disciplines is 
nominal; it neither forces its problems or methods upon them nor 
modifies its conclusions because of any results which they gain. 
Not only are the nature of the price-system and the rdéle of pecuni- 
ary valuation excluded from its concern, but such institutions as 
the market, trade, contract, property, and competition, which give 
the peculiar texture and character to current economic life, are 
almost unknown to its pages. Its theories of value fall far short 
of being a theory of the economic order, about which it is expected 
to speak with authority. Yet from an examination into the origin 
and nature of value it is expected to give the basis for a judgment 
upon the goodness and expediency of prevailing industrial arrange- 
ments. 

In view of these peculiarities the reality or the stage play of 
an overlordship of economics by value theory is too subtle and too 
intuitively accepted to be the result of deliberate choice. If the 
lines which hedge economic theory about were clear cut, if it were 
a simple and intelligible whole, if it and the subjects about it could 
be arranged into an orderly pattern, we might regard the identifica- 
tion of economic theory with value theory as a deliberate expression 
of the conviction of present-day economists. But the peculiar 
nature of its problems, the derision with which it defies diagram- 
matic presentation, its sprawling actuality which overrides logical 
frontiers and erects artificial ones athwart its problems, the arro- 
gance with which it emerges from an examination of the mechanics 
of value determination to pronounce judgment upon the economic 
order, give to it the characteristics which make it a living reality 
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rather than a mechanistic product of heroic intellectual work. 
Accordingly, if the place of value theory in economics is to be 
understood aright, it must be seen as a result of a process of develop- 
ment; it must appear in terms of the fortuitous circumstances 
through which it has come into this strategic position. 

































II 


An attempt to explain the position of value theory in economics 
by reciting a series of events encounters a preliminary difficulty. 
It must assess the contributions of many writers to its literature; 
it must recount many passing doctrines which have left their 
impress upon value theory; it must thread its way through the 
maze of many conflicting schools of thought. Seemingly this labor 
involves only clerical heroics; for in the pages of the histories of 
economics the contributions of the writers have all been assessed, 
the doctrines which have stimulated and provoked effort have all 
been duly set forth, and the teachings of the schools have been put 
down in definite terms. Unfortunately, however, much of this 
work confuses the categories of “‘value theory” and “‘economic 
theory,” which it is the purpose of this study to separate. The 
statements of doctrine and the summaries of schools have invari- 
ably come from economic theorists or near theorists. They have 
approached their historical labors fresh from inquiries into the 
accepted problems of value and distribution. The standards by 
means of which they have separated the economic from the non- 
economic have been derived in large measure from conventional 
studies in modern theory. As a result the contributions of those 
who knew not modern value economics have been reduced to the 
terms of value theory. This reduction has been accomplished 
partly by a selection of the writers and schools worthy of attention 
because of contributions to these subjects, partly by a selection 
for study of particular parts of the more comprehensive discussions 
of these authors, and partly by an abstraction of these selections 
from their contemporary settings and an interpretation of them in 
terms of the problems, concepts, and methods of today. To use 
such judgments in explaining how value theory came into its cur- 
rent position is to assume that it has always been the largest con- 
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stituent element in economic theory. The difficulty can be escaped, 
so far as it can be escaped, only by endeavoring to see the economic 
systems of the past as entities inseparable from the current prob- 
lems, habits of thought, and common-sense ideas of the periods 
in which they were produced. 

Let us begin with the canonists, to whom if there were such 
things as value theory and economics, they were undifferentiated 
aspects of a larger intellectual complex. Since the fashion of their 
world and the lines of their lives were unlike ours, the prosaic sub- 
jects of study which explained the aspects of the social order were 
quite unlike our current scheme of academic disciplines. If they 
had no formal place for economic theory, there was at least room 
for lay theorizing about the economic things of life. But such sur- 
mises, guesses, dicta, and statements of truth and error as were 
voiced formed an inseparable part of a system of social philosophy, 
itself a mere aspect of a scheme of ecclesiastical jurisprudence, in 
which a consciousness of other-world ends was still quite dominant. 
Thus an appraisal of canonistic economics involves a dilemma. If 
one considers the whole scheme of ecclesiastical jurisprudence, he 
is likely to find the economic a mere implication of this, and to study 
an implication is to make it explicit and to rob it of its relations to 
the larger system of thought wherein its reality lies. To abstract 
the economic is to sever the tentacles which bind it to mediaeval 
thought and which bring to economic concepts, principles, and 
ends their very life.’ But if one attempts to avoid the errors of 

* Such a method of abstraction is used by the writers of the various classical schools 
and by many of the historical economists. Useful as such a method may be to the 
writers who project all economic thought upon the same intellectual plane and thus 
find it possible to compare the contributions of different times and places, it is worse 
than useless in an inquiry which seeks to determine what its object is in terms of how 
it came to be. It results alike in giving a static character to many institutions which 
inevitably get into the explanation and in reading modern ideas back into its early 
steps. A case in point is that of Mr. Albert Augustus Trever, who in A History of 
Greek Economic Thought abstracts the supposed economic thought of the Greeks from 
their general intellectual systems and gives it explicit expression. In this he does 
Plato, Xenophon, and Aristotle, the principal authors discussed, the unique and unex- 
pected honor of putting their thought within the categories of John Stuart Mill and 
reinforcing it with quotations from Ruskin. A like case is that of Mr. Huan-Chang 


in The Economic Principles of Confucius and His School. In justice it must be said 
that he is at least partially conscious of the difficulties of abstraction, though in 
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abstraction by studying the whole of the ecclesiastical scheme he is 
likely to find the economic melting away into shadowy nothingness. 
In view of this double difficulty safety is to be found only in a mini- 
mum of statement. In terms of our problem it is enough to say that 
the canonists subordinate wealth to a welfare which has much of an 
other-world content, assume that money-getting is to be subordi- 
nated to moral ends, and insist that economic office is to be admin- 
istered in conformity with a doctrine of stewardship.t In keeping 
with this they treat “distribution” in such a way as to resolve the 
conflict of interests into an acceptance of the status quo of group 
standards and claims, a scheme of values which can be reduced to 
the expression, “See what God hath ordained.” If it is at all proper 
to speak of value theory in terms of such a scheme, it was not con- 
cerned with inquiries about origins or with the mechanics of price 
determination, but rather with the practical problem of establish- 
ing prices in accord with ecclesiastical justice. It occupied a very 
humble position in an economics which was still a mere aspect of 
the reduction of the moral order to intellectual terms. 

It is not necessary to examine with any minuteness the doctrines 
of the mercantilists and the physiocrats who in turn succeeded to 
the inheritance. Neither was concerned with such problems as 
would allow modern value inquiries to arise and value theory to 
become a subject of explicit study. 

The significance of mercantilism lies very largely in its substi- 
tution of the national competitive state for the moral order of the 


execution his zeal to prove Confucius an economist outruns his caution. Such studies 
may be justified as an attempt to find the contributions made by the authors studied to 
the development of the immutable principles of economics. But if their intent is to 
show the real economic thought of the authors much more attention is necessary to 
the connection of the economic with the general system of thought. 

* See in this connection Berthold von Regensburg’s sermon on the tricks of trade, 
translated in George Gordon Coulton, A Mediaeval Garner, pp. 348-54, and S. Thomas 
Aquinas, Aquinas Ethicus (trans. by Joseph Rickaby), I, 1-31, 156-60, 196-203, 
and II, 7-17, 91-107, 261-66, 416-19. See particularly S. Thomas Aquinas, Summa 
Theologica, CXVIII; LXXIX, Art. 1, vi et vii. In passing it is of note that 
the recapitulation of S. Thomas’ economics which appears in William J. Ashley, 
An Introduction to English Economic History and Theory, I, 133-48, despite the 
author’s appreciation of its connection with S. Thomas’ general ethical system, falls 
far short of showing the full measure of its dependence. 
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canonists. This finds expression in a redefinition of welfare in 
political terms which robs it in a measure of its supremacy over 
wealth. Into the latter term a more personal content was infused 
by a literature which was primarily propaganda intended to advance 
the fortunes of a select group of individuals and corporations. But, 
as always, personal aggrandizement was clothed in terms of larger 
purpose, and in form, if not in unconscious intent, the writings 
discuss the material welfare of a people newly organized into a 
nation. Thus they replace canonistic teaching with a body of 
doctrine which is at least national, if it is not political, economy. 
As yet it contained nothing that can be clearly recognized as value 
theory. As a subject it was, in terms of a definition, perhaps not 
wholly anachronistic, an art rather than a science;' it was con- 
cerned with doing rather than with understanding, with legislation 
rather than with academic statement. By this time changes in the 
economic situation had caused many men to find in pecuniary 
values their chief incentives to economic activity. Accordingly 
there is much babbling about prices and an occasional bit of quiet 
cogitation about the inwardness of value. But such “germs” 
of value theory as generous interpretation can infuse into mercan- 
tilist writing lack substance when divorced from the practical ends 
to which all such arguments consciously or unconsciously tend. 
With the physiocrats the case was much the same. Their con- 
ception of a natural order, however imperfect it may have been, 
brought to the competitive national state something of the larger 
purpose of the older moral order. But if this gave a larger vision 
and a measure of disinterestedness which the mercantilists lacked, 
it did not free them from primary concern with the practical prob- 
lems of their everyday world. In view of their larger inquiries the 
bits of cogitation in mercantilist writings ripen into speculations 
extended enough to display an expository character. Among these 
the subject of value looms larger than before, probably because of © 
? In this it was perhaps not wholly unlike the economics of some other times and 
places. As indicative of the ever-present tendency of current affairs to give a bent 
to economic speculation, note the remark, ‘“‘The English writers who have succeeded 
Adam Smith have generally set out by defining Political Economy as a science, and 


proceeded to treat it as an art.”—Nassau William Senior, Four Introductory Lectures 
on Political Economy, p. 45. 
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the individualistic bent which the conception of the natural order 
imparted. But how far such speculations are from independent 
existence—much more from domination over the conception of 
economics—is indicated by the way in which practical ends have 
written themselves into the categories of productive and unpro- 
ductive industrial activities, which are among the most important 
aspects of physiocratic doctrine.’ 


III 


The failure of value to dominate earlier schools of economic 
thought will be held to prove nothing. If it is insisted that these 
forerunners of classical doctrine had no distinct speculations upon 
value, the obvious reply will be that this fact alone proves that they 
were not systems of economic thought—that they were tangled and 


* It is evident, of course, that the terms “productive” and “unproductive” carry 
the connotation, ‘‘toward something.” They are teleological, not scientific, in char- 
acter. Accordingly it was quite proper for the physiocrats, who were nothing if not 
practical, to use them. Whether particular items were properly charged to the right 
category can be answered only in view of the practical ends which they had in mind, 
The issue cannot be debated as an abstract one of what belongs to each of these as 
scientific categories. Of course one may today classify occupations as “‘ productive” 
and ‘“‘unproductive,” provided he sets up the end toward which such productivity 
tends. But this gives no basis for an argument as to whether abstractly his or the 
physiocratic classification is right. Since the ends of practical economists change 
from age to age their classification of occupations as “productive” and “unproduc- 
tive’ must also change. The point of the matter, of some importance in the argument 
to follow, is that in becoming scientific economics has retained concepts of an unscien- 
tific nature. Such purposiveness forces the economics built about the concept of 
value to pass judgments which it cannot adequately make. Note, for example, how 
N. G. Pierson, Principles of Economics, 11, 25-28, in employing the terms “pro- 
ductive” and “unproductive,” is driven back upon the extra-economic standards of 
technology to find a distinction between them. Orncce how meaningless and fantastic 
appears the discussion of “‘ productive” and ‘unproductive’ labor which comes upon 
the reader unawares at the beginning of many a treatise upon general economics 
which the reader has reason to suppose is scientific—a discussion, moreover, for which 
he never finds real use. Where they are still retained their concepts tend to be con- 
sistent with the utility concept employed, but to this end they are recast to fit the 
meaning of the latter concept. Peculiarly enough their teleological bent makes most 
modern theorists shrink from an attempt to make them consistent with their value 
concepts, and they have been little used in theories of distribution. Such eccentrici- 
ties can be explained only by a historical account which shows how the general eco- 
nomics whose largest element is value theory has come to use the vocabulary of an 
older economics whose words refuse to shed their practical meaning. 
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unsystematized speculations of lay minds which needed the problem 
of value to give unity to the whole. Accordingly the appeal will 
be made to Adam Smith, who comes next in historical sequence, 
and from whom dates economics as a differentiated subject of 
study. 

At first thought one is inclined to make value theory the largest 
constituent element in Smith’s economics. His very name brings 
to mind half-forgotten discussions of the exchange ratios between 
deer and beavers, the relationship of labor to value, natural and 
market prices, and other topics closely associated with modern value 
inquiries. One remembers, too, that a statement of Smith’s about 
the nature of value is taken as a point of departure for a discussion 
by Ricardo of the principles of political economy.’ The abridged 
edition of The Wealth of Nations from which many students of 
theory have obtained their first impression of the nature of Smith’s 
work is limited quite largely to his discussions of topics which came 
later to constitute the province of value or which are closely asso- 
ciated with it.2 Such others as began with the original text, or 
refused to content themselves permanently with a mere abridge- 
ment, can rarely show by thumb marks acquaintance with many 
chapters not included in the briefer edition. Moreover, economic 
literature abounds in references to Smith’s value doctrines, his 
utterances are frequently made the point of departure for historical 
and critical accounts of the internal history of particular doctrines,3 
and even the histories of economics treat his contributions to the 
literature of value as if they were the significant parts of his work.‘ 

* David Ricardo, Principles of Political Economy and Taxation, chap. i, sec. 1, 
(Gonner ed.), p. 5. 

2 Select Chapters and Passages from the Wealth of Nations, in the series entitled 
“Economic Classics,” edited by William J. Ashley. 

3 Note, for instance, the impression of the nature of Smith’s problem and the 
character of Smith’s work given in a critical appraisal by an economic theorist, e.g., 
Herbert J. Davenport, Value and Distribution, pp. 8-28. In view of his task Mr. 
Davenport: quite properly limits his discussion to certain topics treated by Smith. 


But our quarrel is that these are discussed in terms of economic inquiries whose formu- 
lation followed the time at which Smith wrote by many years. 

4 For instance, by far the largest amount of space is given to a discussion of topics 
which came later to be associated with value theory in the chapter on Smith in Lewis 
H. Haney, History of Economic Thought, pp. 158-89. Even M. Rist, whose historical 
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But this very recitation of the sources whence have come our most 
familiar impressions of his work indicates that we usually have in 
mind a traditionalized Smith re-created in the intellectual likeness 
of another age. It is from this assumption of Smith as a value 
theorist that we must free ourselves if we would understand aright 
the place of value in his economics." 

In the first place it is of note that Smith’s book is theory in the 
accepted sense. As a whole it is a sustained’and, in its larger out- 
lines, a consistent inquiry into the nature and causes of the wealth 
of nations. In its more comprehensive aspects the treatment is 
speculative; in its execution in detail it abounds in historical 
incident and contemporary fact. The systematic way in which 
conclusions on minor points are gathered into larger generalizations 
and the whole is organized into a single coherent discussion of a prob- 
lem of vital social significance leaves no doubt as to its character. 
But that it is economic theory, or value theory, is by no means so 
obvious. Its general thesis connects the material well-being of a 
people with a policy of governmental non-interference with the 
tendency of the industrial system territorially to organize itself 


along natural lines.? Because of its double concern with national 


sense is keen and whose judgments are relatively free from these anachronisms, 
remarks upon the crudeness of Smith’s notion of pecuniary income compared with 
that of Irving Fisher. See Charles Rist, “Adam Smith,” in Gide et Rist, Histoire des 
Doctrines Economiques, p. 96, note 5s. 

* Fortunately Smith’s own work is the best antidote for these impressions. If 
one will not read, he may remember Smith as the author of The Theory of Moral 
Sentiments. He may attempt the useful and stimulating exercise of trying to deter- 
mine the concept of economics which finds expression in the Lectures on Justice, 
Police, Revenue, and Arms. And if his impression of the Ashley reprint is vivid, he 
may efface it by means of the edition of An Inquiry into the Nature and Causes of the 
Wealth of Nations, edited by Edwin Cannan. Besides Smith has by no means always 
been badly written about. While none of the critics completely escapes from an uncon- 
scious assumption that Smith is a value theorist, much evidence that he was far more 
than that is afforded in numerous secondary accounts. To mention only the best 
known, there are the accounts of his economics in Charles Rist, op. cit., pp. 58-135; John 
Kells Ingram, A History of Political Economy (new and enlarged ed.), pp. 81 ff.; and 
Edwin Cannan, A History of the Theories of Production and Distribution in English 
Political Economy from 1776 to 1848, passim. 

? The general thesis, so obvious even from the nature of the book, requires emphasis 
because it is so frequently translated into terms of the general bias of economic doc- 
trine in the Ricardian age. The ‘obvious and simple system of natural liberty,” 
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wealth and governmental policy, it might be called indifferently 
‘social ethics,” “social politics,” or ‘‘political economy.” Of these 
terms the first seems objectionable because standards of national 
well-being are assumed rather than definitely discussed. The second 
seems likewise faulty in both of its terms. The word “social” 
seems too comprehensive, for, despite his consciousness of other 
institutions, Smith shares with the writers of the eighteenth cen- 
tury the notion of the dominance of political authority. The word 
“politics,” too, as a substantive is objectionable, for Smith’s concern 
with the government is the negative one of its ability to interfere 
with the nation’s wealth. If, therefore, only the term “political 
economy”’ is left, it is suitable for other reasons than the mere 
inadequacy of its substitutes. As indicated in the statement of 
his thesis above, one of Smith’s principal contributions is the 
removal of the idea of competition from the concept of nationality. 
This makes the interests of nations harmonious and the concern 
of his treatise ‘‘political” rather that “‘national’’ economy.’ If 


which Smith championed, had reference to the territorial “division of labor,” not to 
relations between employers and employees. To express his idea graphically, evenif not 
quite precisely, we may say that he wanted the economic order to correspond to the 
natural order. That the conditions and terms of employment should be left unregu- 
lated he seems to deny, first by the lack of principal concern in the volume with that 
class of problems, secondly by several incidental statements whose meaning seems 
clear enough. Note, for instance, ‘‘Whenever the legislature attempts to regulate 
the difference between masters and their workmen, its councillors are always the 
masters. When the regulation, therefore, is in favor of the workmen, it is always just 
and equitable; but it is sometimes otherwise when in favor of the masters.’”—Adam 
Smith, An Inquiry into the Nature and Causes of the Wealth of Nations, book I, 
chap. x; [Cannan ed.] I, 143. That the drift of the argument is toward the terri- 
torial organization of industry is of the highest importance, since the organization of 
labor, capital, and land in the creation of values to be distributed is the line of develop- 
ment along which value theory has come into its dominant position. 





‘It has often been surmised that the use of the words “political economy” by 
Smith’s friend Sir James Steuart in the title of his book which appeared in 1767 
precluded their use by him. However this may be, the full title of Steuart’s work 
indicates something of the idea of the people of the time as to the content of political 
economy. It is An Inquiry into the Principles of Political Oeconomy: Being an Essay 
on the Science of Domestic Policy in Free Nations, in Which Are Particularly Considered 
Population, Agriculture, Trade, Industry, Money, Coin, Interest, Circulation, Banks, 
Exchange, Public Credit, and Taxes. Note the concern with the arrangements of the 
industrial order and the lack of prominence attached to those topics now closely 
associated with inquiries into value. 
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his contribution, therefore, is economic and theoretical, it differs 
from previous contributions, not in attaining to a positive inquiry, 
but in being the work of a professional student, lacking personal 
pecuniary interest and possessing ability and training to make a 
disinterested inquiry. 

In the second place it is worthy of explicit statement that 
Smith’s subject of study was a practical problem of current impor- 
tance rather than a prescribed academic subject of study. While, 
at least in its invidious sense, he is free from the suspicion of propa- 
ganda so convincingly brought against his predecessors, the book 
has a very practicalintent. He has as little use as they for academic 
speculation carried on for its own sake or for the delight of the 
speculator. Accordingly he subordinates his many inquiries into 
“what is” to the larger inquiry of “what should be.” These 
subordinate discourses, it is true, run off into queries about rent 
and money and taxes and education, leading to statements which 
meet the demands of even the most positive economists. But the 
subjects he selects for discussion, the questions he asks about them, 
and the use he makes of the results attained are all germane to his 
practical purpose. In terms of a distinction which he did not 
make, his many contributions to ‘economic science” are a by- 
product of his one great contribution to ‘economic art.’”’ To him 
the larger problem was how to use limited resources territorially 
to secure the largest national wealth. This problem makes of his 
subject not ‘‘economics,”’ or “economic science,” but “political 
economy.” 

In the third place the political economy of Adam Smith found 
expression in a series of problems which came eventually to consti- 
tute the division of general economics called ‘‘production”’ rather 
than that to which the term “distribution” is appended. His 
concern is with the material well-being of the national group, and 
its emphasis falls, therefore, upon the ‘‘whole annual product,” 
which is conceived of in terms of an aggregate of material goods 
rather than as a pecuniary magnitude. There is an emphasis 
throughout upon the technical side of industry, upon the produc- 
tion of more goods, and upon ‘‘the progress of opulence”? among 
the nations. The discussion of “the division of labor,”’ with which 
the volume begins, is an essay, not upon a single productive device, 
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but upon the aspect of economic organization most closely con- 
nected with productive efficiency. Its use is alien to that of the 
modern theorist who employs it to prepare the way for a dialectical 
discussion of the distribution of income. And, as we have seen 
above, the thesis of the book, which is a protest against confusing 
an economic entity with a national unity, is a plea for an inter- 
national division of labor based upon a divergence of natural 
resources among différent countries." 

It is only against the background of this discussion of the rela- 
tion of the economic order to national wealth that Smith’s excur- 
sions into “value theory” can be understood. The discussion of 
the division of labor leads him to a consideration of money; this 
in turn leads to an inquiry into processes of exchange, which of 
course involve value and prices; and eventually he resolves price 
into its component parts of wages, profits, and rent.? But, since 
price is dependent upon the rates at which labor, capital, and !and 
are remunerated, it is necessary to study these rates.3 They are 
studied separately, no attempt being made to reduce them to a 


1 Since Smith’s time economics has wandered far from the division of labor as a 
point of departure. This is but saying that it has at least partially lost sight of its 
essential problem of explaining the organization of industrial society, or of describing 
“the economic order.’ Yet, because of the machine technique, the division of labor 
has become more important than it was in Smith’s day. It is therefore interesting 
to see, in a book published one hundred and forty years after The Wealth of Nations, 
a return to tradition. After an introductory chapter upon methodology, Henry Clay 
begins his Economics: An Introduction for the General Reader with a chapter upon 
“The Division of Labor.” See pp. 22-48. 


2 While the parallel is by no means exact, it is suggestive to compare Smith’s 
approach as presented above with that of a group of economists who are now attempt- 
ing to explain the organization of society in its pecuniary aspects. They begin with 
a complex and delicate organization of society comprehending an elaborate “differen- 
tiation of economic functions.’’ They find that through the agency of the “pecuniary 
calculus” the organization is maintained. Individual prices, into which the whole 
scheme resolves itself, are the incentives to the activity which finds expression in this 
organization. Through accounting they resolve these prices into the elements which 
make them up. It is not in their thought to make a study along accepted value- 
distribution lines. 


3 The two sentences above are a mere paraphrase of the explanation set forth by 
Edwin Cannan in the “‘ Editor’s Introduction” to this edition of The Wealth of Nations, 
pp. xxvi-xxvii. See also Edwin Cannan, A History of the Theories of Production 
and Distribution in English Political Economy from 1776 to 1848, p. 230. The matter 
cannot be covered by particular references to The Wealth of Nations. The reader 
must be referred to the whole of Book I. 
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coherent system of distribution. In fact, so far as there is a real 
theory of distribution, it “is inserted in the middle of the chapter 
on prices as a mere appendage or corollary of his doctrine of prices.’”! 
Smith does resolve the total product into the aggregates which go 
respectively to the classes of laborers, landlords, and capitalists, 
but this makes no use of a principle of value. Of the conception 
of the use of principles of value to resolve a dividend of fixed 
pecuniary magnitude into the all-inclusive ahd mutually exclusive 
shares of the persons who constitute these classes there is little 
evidence in the book. Of value inquiries proper much the same 
thing can be said. The question of ‘the origin of value,” if it is 
dealt with, is dealt with scatteringly. The irrelevant material 
which intervenes between the several passages in which it is dis- 
cussed and the many contradictions which they contain make it 
hard to believe that Smith recognized it as an explicit subject of 
inquiry. It was the “division of labor’’ which led him into a quest 
for “the real measure of the exchangeable value of all commodities,” 
though there is some evidence for thinking that he was really hunt- 
ing for a definite standard in terms of which he could measure the 
respective wealths of nations. In these and like inquiries the 
drift of the argument is not toward the mechanics of value 
determination,‘ but rather in the direction of organization, 


* Edwin Cannan, A History of the Theories of Production and Distribution in 
English Political Economy from 1776 to 1848, p. 186. 

? Adam Smith, The Wealth of Nations, Book I, chap. v; (Cannan ed.) I, 32-48. 

3 The nature of the inquiry in which he is engaged requires of him some definite 
means for measuring “the progress of opulence.” It is not to be supposed that in 
view of his conception of wealth as material goods Smith was entirely oblivious to this 
requirement. Besides, various passages seem to imply that if this was not the end, 
it was one end of his search for a measure of valve. For instance, note the following: 
“Labour, therefore, it appears evidently is the only universal, as well as the only 
accurate, measure of value, or the only standard by which we can compare the values 
of different commodities at all times and at all places.”—Adam Smith op. cit., Book I, 
chap. v; (Cannan ed.) p. 38. 

4If The Wealth of Nations be regarded as the type of classical political economy, 
its nearest modern prototype is N. G. Pierson, Principles of Economics. Pierson frankly 
avows economics an art rather than a science (I, 1-9) and regards an increase 
in the national dividend as its central problem. He, therefore, subordinates “‘ value 
and distribution” to a treatment of “production,” which he makes the all-compre- 
hensive subject of inquiry. His thesis has in general escaped the notice of English 
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technique, governmental authority, and other aspects of social 
organization.' 

In the fourth place it is important to note what is commonly 
called the institutional character of Smith’s treatment. If an 
explicit discussion of the modern problem of value is lacking, the 
deficit is more than made up by many suggestive discussions of the 
rich and varied aspects of contemporary social arrangements. 
Smith deals with the whole scheme of mercantile restrictions as a 
system of institutions profoundly affecting the wealth of the nation. 
If he does not draw up an institutional system to take its place it 
is because his theory of non-interference frees him from that neces- 
sity. His belief in personal liberty, evidently growing as the book 
was written, led him to the conclusion that individuals would volun- 
tarily substitute for pernicious institutions others more in accord 
with human nature. His growing optimism mounted to a faith 
that if students were allowed free choice of courses and professors 
were made dependent upon their fees for support, the arrangements 
for higher education would be recast into a much improved mold.’ 
If, in suggesting such plans for institutional reform, he was prone 
to read an undue simplicity into social arrangements, this did not 
prevent his elucidation of current institutions in great detail. He 
treats of such subjects as the development of technique, the form 
oi business organization, the function of money in furthering what 


readers, since the translation of the first volume, which includes the treatment of 
“value” and “‘distribution,”’ preceded by several years the second, which compre- 
hends the subject of “production.” 

t Perhaps no other evidence throws greater light upon the misconception of Smith’s 
concern with value theory than a comparison of the Ashley reprint of The Wealth of 
Nations with the unabridged text. In the former the discussions which can reasonably 
be classed under the headings ‘‘value”’ and “‘distribution”’ occupy about 170 out of a 
total of 285 pages. In the larger edition they occupy about 250 out of a total of nearly 
goo pages. While the opening chapter is retained by Ashley the omission of later dis- 
cussions robs the subjects treated of a great deal of their significance. Of course the 
figures given above are at best approximations, for the double reason that there is no 
unanimity upon the topics which make up value theory and because Smith’ s discussions 
are capable of more than one classification. Some will perhaps be inclined to the 
opinion that the 170 and 250 pages allowed respectively to the two editions for theory 
is a decided overestimate in view of the character of Smith’s work. 

? Adam Smith, The Wealth of Nations, Book V, chap.. i, article 2, ‘‘Of the Expense 
of the Institutions for the Education of Youth,” Cannan ed. II, 249-73. 
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we now Call industrialism, the appraisals of agriculture by many 
peoples, the influence of urban development upon rural welfare, 
the maintenance of justice, the nature of monarchy, and the char- 
acter and functions of war. These things are not dealt with in 
isolation; they are one and all related to a coherent economic 
inquiry into the material well-being of the people of anation. They 
are aspects of an ‘‘economic theory ”’ in which dialectical discussions 
of the nature and manifestations of value are quite incidental to a 
larger concern with the institutional basis of national wealth. 


IV . 

It is interesting to speculate upon the development which 
economic theory might have undergone had Smith’s conception of 
the subject remained dominant. But the sequence was broken 
and a new method, a new viewpoint, and new problems were brought 
toit. This was due in part to the appearance of new problems and 
to the writings which they inspired; in part to the interests and 
discretion of a new age which accepted certain writings and rejected 
others; and in part to the establishment of an economic tradition 
which has placed certain contributions in the line of economic suc- 
cession and has denied place to others." 

The Smith tradition, however, did not terminate abruptly. 
Instead it tended to dissipate itself in intellectual efforts further 
and further removed from the spirit and the intent of the master. 
Godwin’s work, for instance, is concerned with a problem much 
like Smith’s, but the tangible inquiry into wealth is replaced by 
the more nebulous one into social justice, and Smith’s well-directed 
shafts at institutions are supplanted by incoherent criticisms of the 
social order in general.2 Malthus, too, kept the problem in his 
essays upon population, but related national wealth to the ratio 
of numbers to resources, thus taking the issue out of the domain of 

The established sequence of studies which leads from Smith to current economic 
theory has been arranged in large part after the fact. Were we to examine all the 
writings of the Ricardian period it would be very difficult to generalize about them; 
but the task is simplified by being limited to those which have been placed in the 
sequence. 

? William Godwin, An Enquiry concerning Political Justice and Its Influence on 
General Virtue and Happiness, published in 1793. 
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social arrangements and making it a matter of nature and human 
nature.’ His thesis found later expression in the earlier law of 
diminishing returns from land, which was used primarily to explain 
national welfare rather than particular values.2 Something, too, 
of the Smith tradition is found in his more pretentious treatise on 
political economy.’ It was also manifest in the early part of the 
nineteenth century in a flood of writings upon population and 
political economy. In these the tendency is away from economic 
to more general social inquiries, and the programs which they sug- 
gest are anarchistic or authoritative rather than liberal. This 
literature is by no means lacking in acumen and deserves vastly 
more attention than it has received at the hands of students of 


* Thomas Robert Malthus, An Essay upon the Principle of Population as it A ffects 
the Future Improvement of Society, with Remarks upon the Speculations of Mr. Godwin, 
M. Condorset, and Other Writers. But notice the title of the second edition, An Essay 
on the Principle of Population; or a View of Its Past and Present Effects on Human Hap- 
piness; with an Enquiry into Our Prospects Respecting the Future Removal or Mitigation 
of the Evils Which It Occasions. 

2 This conception of the law of diminishing returns, or rather this particular law of 
diminishing returns, is responsible for the epithet “dismal science” hurled against 
economics. It is a crude approximation of the law of diminishing returns for ‘‘coun- 
tries as wholes” as stated by Fred M. Taylor, Principles of Economics (first ed.), p. 
129. Since the increase or decrease of the national return, even within the assumptions 
of the law, is dependent upon a number of factors which do not act together, it is 
hardly appropriate to call it a law. Mr. Taylor very carefully distinguishes it from 
the “instrumental” (p. 111) and the “industrial” (p. 123) laws of diminishing returns. 
Since his book is concerned with “value and distribution” and since it is the “‘instru- 
mental” law which is the technical basis of the value problem, consistency has required 
of him a modification of his treatment. Therefore it is not surprising to see that in 
the fourth edition of the book the law for ‘‘countries as wholes” is omitted altogether. 
Thus it comes about that a doctrine whose objective is welfare is gradually changed 
into one whose end is to throw light upon the value problem. 

3Thomas Robert Malthus, Principles of Political Economy, Considered with a 
View to Their Practical A pplication. See particularly chap. vii, which became Book 
II in the posthumous edition. One cannot help wondering how much the dictates of 
value theory have been responsible for the attention given Ricardo and the neglect 
thrust. upon this treatise of Malthus by those who have reduced the history of economics 
to formal statement. 

4It is interesting to note that Ricardo joined “political economy’”’ to “‘taxation” 
to form the title of his book, while several anti-Ricardian writers associated “political 
economy” with ‘‘population.”” Note, for instance, the significant title used by Piercy 
Ravenstone, A Few Doubts as to the Correctness of Some Opinions Generally Entertained 
on the Subjects of Population and Political Economy. 
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economics. The oblivion into which it has very nearly fallen has 
been due rather to its lack of social respectability than to its intel- 
lectual shortcomings. At best it attracted little favorable attention 
at the time, at least from those in the seats of the mighty; its direct 
influence upon social legislation was not appreciable; and its 
emotionalism, class bias, and cosmic concern were sufficient to keep 
it from the catalogue of orthodox writings. Thus historical cir- 
cumstance and critical selection joined hands to dim, if not to 
eclipse, Smith’s conception of political economy. 

The next change in the dominant character of economic specu- 
lation, and hence of value theory within the larger field, has come 
to be associated with the name of Ricardo. How proper it is to 
assign the change to his writings, how justly it can be attributed 
to a school of which he was only the most conspicuous member, 
and how reasonably it can be charged to tradition which has hal- 
lowed his name and read later meaning into his utterances, are 
questions which can safely be left to one side. The peculiarities 
of style, expression, and arrangement which characterize his writ- 
ings will lead almost every student to concur in the opinion that 
there are as many Ricardos as there are critics of his works." 
For our purpose it is sufficient that he represents a change in 
the field of inquiry of serious import as regards the value 
problem. 

The nature of Ricardo’s conception of economics is indicated by 
his approach to the subject. Like Smith, he was not a professional 
economist. Like him, he came to the subject because he found an 
examination of its phenomena essential to an understanding of 
current problems in which he was interested. Like him, he draws 

* Compare the two opinions upon the difficulties of Ricardo’s style which follow: 
. . . . he is never obscure from any confusion of thought, but, on the contrary, 
from too keen a perception of the truth, which may have seduced him at times into 
too elliptic a development of his opinions, and made him impatient of the tardy and 
continuous steps which are best adapted to the purpose of the teacher.”—Thomas 
De Quincey, ‘‘ Dialogues of Three Templars on Political Economy, Chiefly in Relation 
to the Principles of Mr. Ricardo,” in Politics and Political Economy, p. 204. “Like 
most people who have not had the advantage of a literary education, Ricardo was apt 
to think that a word ought to have whatever sense he found convenient to put upon 


it.”—Edwin Cannan, A History of the Theories of Production and Distribution in Eng- 
lish Political Economy from 1776 to 1848, p. 195. 


“ 
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“ 


no sharp line between economic “art” and economic “‘science’’; 
in fact, the nature, the number, and the concern of the positive 
inquiries in which his writings abound are all determined by the 
problems in which he is interested. For that reason he aims at 
relevant principles and succeeds so well that they take their mean- 
ing from the inquiries to which they are incidental. Like Smith, 
his inquiry is free from the conscious and thin-veiled prejudice of 
the propagandist. But if Ricardo was like Smith in his approach to 
the subject, he differed from the latter in the nature of the subject 
approached. Smith, a “moral philosopher” with an ethical bent, 
viewed society as a whole and turned his eyes to the less immediate 
future. Ricardo, never escaping the viewpoint of the counting- 
house, saw in its more immediate aspects the material welfare of a 
host of individuals belonging to a number of competing groups. 
Smith was concerned with a political economy whose problem was 
social vision, Ricardo with one concerned with immediate govern- 
mental administration.’ Smith’s discussion runs toward a policy, 
Ricardo’s toward a program. 

In the light of these statements Ricardo’s conception of the 
subject-matter of economics becomes evident. It came to him 
from many years’ concern with the problems of a developing indus- 
trial society, and was ripened by earlier controversial pamphlets 
into the semi-academic concept which is implicit in his formal 
treatise.2 The unwonted character of such a production is respon- 
sible for his conscientious attempt to lay aside the weapons of con- 
troversy and to present his material in scholarly form. In its 
execution he succeeds in spoiling its controversial value without 
attaining the goal of abstract and unbiased exposition. In the 
confusion one has to look carefully to note that his real points of 
departure are the old issues of “currency” and “bullion” and the 


*The modern reader is inclined to accuse J. R. M’Culloch of careless statement 
in referring to Ricardo’s work indiscriminately as “‘political economy,” “political 
science,” and “‘political philosophy.” See his ‘‘ Life and Writings of Mr. Ricardo,” in 
his edition of The Works of David Ricardo pp. xv-xxxii. Yet this is not so much an in- 
dictment of M’Culloch as a comment upon the undifferentiated character of the subject 
as late as his time. One is tempted to add that it reveals a conception of “‘political 
science” as concerned with programs rather than with the machinery of administration. 
? David Ricardo, Principles of Political Economy and Taxation. 
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taxation of the wares of international trade.’ The first of these 
draws his attention to money, to credit, and to the exchange prices 
of goods and services, and this leads to an extended inquiry into the 
source and the measure of value. Incidentally it gives him a con- 
ception of wealth which is much more pecuniary than Smith’s. 
In terms of the second, the problem of the distribution of wealth is 
that of the division of income between competing groups rather 
than between the persons who compose these groups. In this it is 
inevitable that the law of rent, which throws suspicion upon the 
incomes of all landlords, should be the spectacular climax toward 
which the whole theory moves. If Ricardo is not as conscious as 
later economists that distribution is a series of value problems, his 
pecuniary approach causes him to see the value aspect of such prob- 
lems. In addition, instead of explaining the shares separately, he 
tried to reduce them to a system. Still the impression left by the 
whole is that the discussion of distribution is a pertinent by- 
product of his inquiries into current problems of taxation. 

It is evident that Ricardo’s pecuniary and fiscal conception of 
the subject leaves scanty space for a consideration of institutions. 


There is no explicit part of the book, stretching away on the one 
hand to general material well-being and on the other toward tech- 


“ce 


nique, organization, and arrangements, to which the title ‘“pro- 
duction”’ can be given. On the contrary the institutional matter 
of the older treatise is omitted, is made to serve the purposes of an 
economics of currency and fiscal reform, or is irrelevantly inserted 
to give a seeming unity and symmetry to an academic treatise. 
Thus, to cite but a few examples, the division of labor as the funda- 
mental institution of an organized economic life is gone, and its 
initial place in the treatise is taken by the business category of 
market value; landed proprietorship becomes the obvious fact 
of income from land; colonial policy is translated into an affair of 


« “We are indebted to the bullion controversy of 1813-15 for the Ricardian theory 
of value, and to the Corn Law controversy of 1813-15 for the Ricardian theory of rent 
and distribution in general. Read with the pamphlets which preceded it, Ricardo’s 
Principles of Political Economy and Taxation is intelligible enough. Read without 
them it is the happy hunting-ground of the false interpreter.”—Edwin Cannan, A 
History of the Theories of Production and Distribution in English Political Economy from 
1776 lo 1848, p. 388. 
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colonial trade; and technique is represented by a chapter on 
machinery which is an irrelevant addendum to a completed treatise 
to which it remains foreign. 

In appraising his contribution it must not be forgotten that 
Ricardo’s aim was a scientific statement of economic principles. 
He wrote at a period of life when the strain of controversy was less 
severe than when the pamphlets were penned; the form of a state- 
ment of immutable principles was deliberately chosen; and great 
care was taken to abstract from experience and to give a generalized 
character to his conclusions. Yet at his unacademic hands abstrac- 
tion proved impossible and his principles seem relevant only to the 
problems whence they came. Even a cursory examination of the 
treatise reveals in viewpoint, in chapter headings, in order of 
topics,’ in assumptions, the fact that Ricardian economics is a 
by-product of Ricardian politics. But, if Ricardo failed in his 
academic venture, he succeeded in cutting economics loose from 
its larger social interests and in giving a semi-aloofness to a number 
of discussions which later were to become the basis of a value 
economics.” If the importance of value was increased at his hands, 
this was due as much to a restriction of the more general field of 
study as to an elevation into dignity of the theory of value within it.’ 

* Ricardo tried to arrange his topics in an academic order. The trouble which 
DeQuincey and Gonner have taken to suggest an even more academic order is evidence 
of the kind of interpretation which is responsible for the tradition of Ricardo as an 
abstract value-theorist. See Thomas DeQuincey, ‘‘ Dialogues of Three Templars on 
Political Economy,” etc., in Politics and Political Economy, p. 209, and E. C. K. 


Gonner, “Introductory Essay,” in David Ricardo, Principles of Political Economy 
and Taxation (Gonner ed.), pp. xxvi-xxviii. 

2 If the foregoing analysis is correct a formal concern with value theory cannot 
be imputed to Ricardo. For this reason one must protest against the impression of 
the nature of The Principles of Political Economy and Taxation conveyed by the reprint 
of the first six chapters in the series entitled “‘Economic Classics” and edited by 
William J. Ashley. The selection of these as the important part of his work is due, 
not to their current importance, but to the dominance of the Ricardian tradition which 
was just beginning to be built up. In this connection it is of note that Ricardo’s 
contemporary reputation did not rest upon the Principles. On the contrary a large 
part of the contemporary regard for the book was a reflection of the regard which the 
author had already won in the alien field of controversy. 

3 The shift of the problem of econonics from a concern with general welfare to 
considerations of the pecuniary well-being of competitive groups was due in part to 
Smith’s own influence. By denying to the government many of its functions of 
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V 


The problem of differentiating economics from controversial 
questions and translating it into an intellectual discipline required 
for its solution a defter handling and a less personal concern with 
everyday affairs than Ricardo could bring to it. For this task 
John Stuart Mill’ possessed the double qualification of familiarity 
with economic literature from his youth and an interest in the sub- 
ject which was academic rather than practical. The detachment 
which had prevented confusion of his subject of study with any 
layman’s view of the cosmos had found expression in writings of a 
philosophical character. Unlike Smith, he was at the time a 
champion of no particular social policy; unlike Ricardo, written 
argument was not born of a desire to further political proposals. 
His training and experience, particularly his concern with logic, 
had given him regard for the impartial, systematic, and formal 
standards of academic discipline. Had it not been for the solicita- 
tion of others Mill’s treatise upon political economy might never 
have been written. When it was undertaken it was to bring order 
to a body of thought scattered here and there in many books and 
seemingly defying systematic presentation. 

The work which he produced was a system of political economy 
which, in comparison with what had gone before, was encyclopedic. 
To this end he sought in economic literature for those general exposi- 
tions which could be abstracted fron their current settings and con- 
verted into economic principles. Since his interest was academic 
he had no hesitation in severing the tentacles which bound them to 
the world of action and of thought whence they sprang. As a 


industrial overload, indirectly and perhaps quite unconsciously he discredited action by 
the only agency which in popular thought was deemed capable of action. By seeming 
to connect general good with the economic freedom of the individual his influence 
tended to a growing popular concern with welfare in its distributive aspects. 


«It goes without saying that Mill was not personally responsible for the whole 
of the work involved in translating economics from a concern with practical problems 
into a formal discipline. He was simply the most conspicuous of several whose efforts 
took this direction. Yet his pre-eminence and the place assigned him in the traditional 
sequence of writers on economics make it quite appropriate to use him as a convenient 
means of illustrating the next change which was effected in the position of value theory 


in economics. 
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logician his function was to cut and fit these contributions into a 
comprehensive, articulate, and consistent intellectual system. For 
this purpose he needed a criterion by means of which his material 
might be selected and in terms of which it might be grouped. His 
training led him to select for this use, not a current problem, as 
Smith or Ricardo would have done, but a logical concept. Quite 
inevitably the category of wealth which he chose robbed the volume 
of the organic unity which a problem would have imparted and 
left a mechanical entity in its place. 

The title of the volume’ indicates alike the reservation of the 
right to discuss questions of general social welfare and an announce- 
ment that these are to be subordinated to more immediate concern 
with economic principles. This alternation of interest is the key to 
the treatise which runs through five general discussions concerned 
with as many separate inquiries about wealth. The first two of 
these are occupied with the subjects of ‘“‘production” and “dis- 
tribution,” which owe their origins respectively to Smith and 
Ricardo. An inconsistency between their problems, a very different 
one from that which the value theorist would point out, is ad- 
mitted by Mill, who remarks that the laws of the first are imposed 
by ‘“‘the constitution of external things” and by “the inherent 
properties of the bodily and mental structure” of mankind, while 
those of the latter depend upon “human institutions.’ The first 
is concerned with the production of material goods and runs into 
terms of technique and organization. Its subordination to the 


* Principles of Political Economy, with Some of Their Applications to Social Phi- 
losophy. 

? John Stuart Mill, Principles of Political Ecoeomy, Book II, chap. i (Ashley ed.), 
Pp. 199-200. If we substitute “‘natural law”’ for “‘the constitution of external things,” 
a substitution which does little violence to the thought, and “the laws and customs of 
society”’ for “human institutions,” a substitution which Mill himself makes (p. 200), 
his meaning becomes more intelligent to us. As for the first, we are likely to insist, as 
Smith would have done, that the production of wealth may be retarded and advanced 
by the devices of the government and other agencies of control. As for the second, it is 
interesting to note that so long as “the distribution of wealth’? meant to economists 
merely the division of pecuniary income and so long as its laws were corollaries of the 
natural law of value no statement of Mill was more vigorously disputed. By many 
economists it was actually treated with contempt. But since the problem of distri- 
bution is emerging from these pent-up boundaries and is coming to include a concern 
with institutions, Mill’s statement is beginning to be regarded more charitably. 
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older inquiry of general material well-being is not stated, though it 
is implicit in many discussions as, for example, of what labor is and 
what is not productive.’ But despite the Smith tradition, which is 
evident in the larger outlines of the discussion, at his hands 
Ricardian influence is beginning to permeate it. The “division of 
labor,” a fundamental characteristic of society to Smith, is by Mill 
regarded as one of a number of productive agencies. The social 
conditions affecting production are crowded into another of the 
books or out of the treatise altogether. Particular devices are 
adjudged effective or non-effective as they are found to be profit- 
able or unprofitable. But the item of greatest significance is the 
attention given to the “factors of production,” a classification 
which reflects the influence of the value-distribution problem. 
Peculiarly enough, however, they are treated quite largely in 
technical terms. 

The second book of the treatise, devoted to “distribution,” 
attests a like clash between rival conceptions of economics. An 
institutional treatment of the subject is suggested by an insistence 
at the beginning that its laws are “the laws and customs of society,” 
by a discussion of the conventions of private property with which 


the discussion opens, and by a relegation of the formal principles 
of value to the next book. That the distribution of wealth means 
to Mill much more than division of pecuniary income is further 
evidenced by his treatment of economic classes, competition and 
custom, slavery, and similar “human institutions.” Yet the 
banished Ricardian influence appears in the latter part of the book 
in the familiar discussions of wages, rent, and profits.’ 


* Note the display of Mill’s academic viewpoint here. Ignoring the teleological 
and “unproductive” he translates them into 


” 


character of the concepts “ productive 
positive logical categories. It is interesting to see that his legical lines cut athwart 
the ethical distinctions which he is willing to make. See ibid., Book I, chap. iii, pp. 
44-53- 

2In the edition of Mill edited by William J. Ashley (unabridged), 144 pages of 
the discussion of distribution are devoted to aspects which we should call ‘‘institu- 
tional’’ and only 92 to the subjects which are germane to the value problem. Even 
this does not adequately represent the situation, for the latter discussions are not 
treated under the heading ‘“‘ value,” and they contain some material of an institutional 
character. In this connection one must voice the oft-repeated protest against a later 
abridgment which creates a conception of Mill in terms of a later traditionalized 
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The third book, concerned with ‘‘exchange,” shows the Ricar- 
dian influence most clearly. It combines an extended discussion of 
value with an involved treatment of money. This seems to indicate 
that even as late as Mill’s day the theory of value was more closely 
identified with monetary problems than with the question of dis- 
tribution.* Here Mill lacks the success he attains elsewhere in 
freeing economic principles from their incidence of time and place 
and giving them abstract statement. In the fourth book, con- 
cerned with the “influence of the progress of society on production 
and distribution,” the general title and some particular discussions, 
as, for example, that upon the probable future of the laboring class, 
suggest Smith. But the tendency of the argument to return again 
and again to questions of value and of distributive shares shows 
the bent of the discussion. The fifth book, which treats of ‘‘ the 
influence of government,” shows the same divided allegiance. The 
chapter which precedes the closing one is a lingering survival of the 
argument against the mercantilists which occupied the whole of 
Smith’s fourth book, augmented by a protest against new species 
of governmental restrictions based upon “erroneous theories.” 
The rest of the book, except the first and last chapters, is filled 
with a Ricardian discussion of taxes, tax measures, and tax reforms. 
The exception, particularly the last chapter, is devoted to a brilliant 
discussion of the relation of the state to industry. Thus the query 
which gives unity to Smith’s treatise remains as a subject of separate 
speculation with which Mill’s volume comes to a close. It is the 


Ricardo. In his abridged edition of the Principles of Political Economy, J. Laurence 
Laughlin explains his omissions of the non-Ricardian parts of Mill as “the omission 
of much that should properly be classed under the head of Sociology or Social Phi- 
losophy.” See the preface, p. iii. In Book II, “Distribution,” he throws the first 
two chapters, which treat of property, together into one, omits the next nine, which 
are concerned with institutions, and keeps almost intact the Ricardian discussions of 
the division of income. In this edition the discussion of institutions occupies 20 and 
the division of income 63 pages. In the latter part of the volume little of the material 
bearing upon money and monetary problems and institutions is omitted. In Book 
V the first and the last chapters, which are concerned with social policy, are stripped 
away and the book remains a Ricardian discussion of problems of taxation. 

‘It is interesting that in his early reading in economics under the direction of his 
father Mill found the most subtle and interesting material in Ricardo’s monetary 
discussions. See his Autobiography (first ed.), pp. 27-28. 
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presence of this last chapter, whose connection with the rest of the 
treatise is frail and uncertain, which really justifies Mill in the use 
of the words “political economy ”’ in his title. 

The monumental work of Mill marks the end of an era; it is the 
product of a mind which worked best when it worked last. Before 
Smith economics was an undifferentiated aspect of popular specula- 
tion about the social order in general. For economics to become 
a separate academic discipline three lines of cleavage had to be 
drawn: first, disinterested and systematic effort had to replace 
biased and ill-advised speculations; secondly, the economic realm 
had to be separated from other disciplines concerned with society; 
and thirdly, the statement of principles had to be drawn away from 
arguments upon passing economic problems. The first of these 
was accomplished by Smith, who replaced “lay” with “profes- 
sional” social science; the second by Ricardo, who, however 
imperfect his accomplishment, by forcing into the concept pecuni- 
ary, fiscal, and business notions made it clear that economics did 
not comprehend the social universe; and the third, by Mill, who 
freed speculation from capricious subjection to passing problems 
and made of it an academic discipline, an intellectual entity, which 
henceforth could have its separate and independent development. 

The new-won freedom of economics as a separate discipline gave 
to value a new place and a new importance. At Mill’s hands 
economics became more systematic, but less organic, than it was to 
Smith. In fact, it was little more than a mechanical scheme, com- 
prising many inquiries abstracted from many practical discussions, 
and held together by the artificial device of inclusiveness within 
a logical category. It was aloof from the passing concerns of the 
day; therefore, a more organic unity could not be found in a 
rearrangement of its material to serve some practical purpose. 
It was in position to acquire a body of traditions of its own which 
were to determine its future identity, its future province, and the 
direction of its growth. It was to draw to itself a group of pro- 
fessionals, of votaries who were schooled in its dogma rather than 
in the affairs of life, and who could be depended upon not to betray 
its traditions. If an idea to replace the mechanical unity of Mill 
with one more organic was to come, it had to come from within. 
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In Mill’s economics value had its formal place; it was a subject 
of theoretical inquiry just as the convention of property, the law 
of population, and the domain of state control were subjects of 
theoretical inquiry. It was still one of many subjects of specula- 
tion, but the bonds which bound it to monetary institutions were 
being severed. It already showed a tendency to read itself into 
distributive inquiries, into the general theory of production, and 
even into the larger question of the place of the state in economic 
development. The newer subject, isolated and traditionalized, 
required for its continued existence a concept about which it could 
achieve a new organic unity, and value even then was in position 


to pass into that eminence. 
Watton H. HAMILTON 


AMHERST COLLEGE 


[To be continued] 








THE WAITING PERIOD IN AMERICAN COM- 
PENSATION ACTS 


I. INTRODUCTION 


The accepted philosophy of compensation legislation requires 
compensation of all accidents irrespective of fault. Whether the 
law contains compulsory requirements concerning insurance, or 
not, compensation is essentially an insurance provision against 
losses sustained, whether large or small. The general though by 
no means universal provision for a waiting time in the American 
compensation acts requires therefore a definite argument to 
support it. 

By “waiting time” is meant a definite time after the accident 
during which, quite arbitrarily, compensation is denied. The 
technically accepted term is therefore a misnomer; for “waiting 
time’’ means not only the period during which the injured employee 
is required to wait for his compensation; it means also that during 
this interval he is not paid at all. This definition, however, requires 
some qualification. Since a very large proportion of industrial 
accidents reported result in early recovery, many of the injured 
have recovered and are back at work at the time of expiration of 
the waiting period. These, in accordance with the waiting-period 
provision, do not receive any compensation. ‘The other injured, 
who have suffered comparatively graver accidents, acquire a right 
to compensation at the moment of the expiration of the waiting 
period. But as to the extent of their right at the moment laws 
differ materially. In some acts the right to compensation does 
not revert back. But in other acts the waiting period is waived 
entirely for the more serious accidents, the right to compensation 
reverting back to the beginning of the disability. Other modifica- 
tions of minor importance also occur, which will be explained in 
due place. 

The arguments usually advanced in defense of some waiting 
period, whether exclusively relating to minor accidents or to the 
initial stage of all accidents, are essentially as follows: 


’ 
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1. The administrative argument. A very large proportion of 
all accidents are of such a nature that recovery is very rapid. The 
existence of a waiting time therefore saves an enormous amount of 
administrative work in taking care of the thousands of inconse- 
quential injuries. The administrative handling of all cases requires 
a certain minimum effort and cost. This administrative expense 
is proportionally small in the case of a fatal or serious injury. But 
in the case of a claim for one or two days’ loss of time the proportion 
between compensation and expense is very large. 

In several European countries this argument is further strength- 
ened by the existence of a compulsory sickness-insurance system, 
or one which when voluntary receives substantial encouragement 
and financial subsidy from the governmental authorities. It 
appears very much simpler in such cases to have the minor cases in 
the care of sick benefit funds. 

Further justification for the denial of the essential right to com- 
pensation because of administrative considerations is found in the 
smallness of the economic loss involved. It is assumed that the 
average worker is able to suffer the loss of two or three days’ 
wages without serious detriment to his economic equilibrium. 

2. The malingering argument. It is very frequently argued 
that the absence of a waiting period, and the grant of compensa- 
tion for injuries of short duration, would lead to an increase of 
malingering. Encouragement would be given to nursing of the 
slightest scratch, and even a day lost because of a debauch might be 
ascribed to an industrial injury. Thus Mr. Sherman places “a 
provision for the payment of compensation from the date of dis- 
ablement without the intervention of a waiting period as the very 
first of the ‘practices or provisions of law’ which afford opportuni- 
ties for or promote malingering.””* 

3. The “limited fund”’ argument. A curious argument occa- 
sionally quoted in this country is based upon what may be desig- 
nated as the “limited fund” theory of compensation, somewhat 

*T. P. Sherman, Malingering under Workmen’s Compensation Laws: ‘The pro- 
vision of-half-pay commencing immediately after injury reduces the incentive to keep 
at work or to return to it promptly in such cases to a point where it often becomes 


inoperative and thereby gives rise to what is probably the most expensive although 
the least immoral form of malingering.”’ 
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akin to the wage fund theory.‘ According to this theory it is 
desirable to limit the amount of compensation for minor injuries, 
because in this way (and this is the essential part of the theory) a 
more generous treatment of graver injuries will be possible. At 
least in one state (California) this theory, as will be shown presently, 
has already led to definite legislative action. There is no doubt 
that even a very short waiting period materially reduces the number 
of accidents requiring the payment of compensation. According to 
the data of the Massachusetts Industrial Accident Board,? 43 per 
cent of all accidents reported resulted in disabilities which did not 
extend beyond one day. According to the Standard Accident 
Table, of 100,000 tabulatable accidents, i.e., accidents lasting 
over one day, 37,225 did not last over seven days. Out of 100 
accidents reported, therefore, 43 would not come even under the 
definition of a tabulatable accident, and, of the remaining 57, 
37 per cent or 21 would not extend beyond the first week. The 
establishment of one week as a waiting period would therefore 
eliminate 65 accidents out of each 100, while a two weeks’ waiting 
period would further eliminate 14 accidents, leaving some 22 per 
cent to be compensated. This seems to agree with the experience 
of American insurance companies, which find that less than 25 per 
cent of accidents develop into claims under a two weeks’ waiting 
period, and from 35 to 40 per cent under a one-week waiting period. 
It is possible, however, to exaggerate the degree of relief thus 
obtained for the administrative machinery of the compensation 
law. Unless an accident is altogether trivial at the time of its 
occurrence it is impossible to foretell with any degree of certainty 
whether it is likely to extend over two weeks. If the needless pro- 
longation of disabilities is to be prevented, reasonable control over 
these minor accidents is desirable, and the amount of additional 
administrative effort implied in the payment of compensation is 
slight as compared with that required to grant the necessary 
medical care. In any case, it must be pointed out that the argu- 
‘This has been discussed by the writer in connection with medical aid. See 
Journal of Political Economy, June, 1917, p. 613. 
? First Annual Report of the Massachusetts Industrial Accident Board, p. 8. 


’ See Standard Accident Table, p. 38. 
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ment of administrative simplicity does not apply to the waiting 
period in cases extending beyond that period. 

That the combination of systems of accident and sickness insur- 
ance, such as exists in several European countries and is best 
exemplified by the familiar German law, presents certain adminis- 
trative advantages must be readily admitted. Even in Germany, 
however, occasions frequently arise when it is highly desirable for 
the accident-insurance carriers to obtain control over the case 
long before the preliminary period has expired;? but, of course, the 
entire situation is not at all paralleled in the United States, where 
substantial sickness insurance among wageworkers is rather 
exceptional. 

The second argument for a waiting period, namely, the danger 
of malingering in the absence of such a period, is often exaggerated, 
especially if the waiting time extends beyond a few days. Indeed, 
as we shall presently see, many provisions in regard to the waiting 
period are unfortunately so framed as to prove, perhaps somewhat 
unexpectedly, a direct stimulus to malingering. It is a common 
observation among public officials administering compensation 
acts that the tendency to malingering manifests itself rather in an 
effort to prolong the time for which benefits have been paid than in 
claiming benefits for petty injuries, and is, therefore, found more 
frequently in injuries of longer duration. This observation appears 
reasonable, since in compensation we are not dealing with the lazy 
and unemployable; these do not suffer industrial injuries. Ma- 
lingering, as well as so-called pension hysteria, is rather a result of 
the demoralization brought about by an enforced period of idleness. 
The wageworker is not used to a vacation, and an enforced one 
with compensation is often unsteadying in its effects. 


II. THE EXPERIENCE OF OTHER COUNTRIES 


The experience of countries which preceded the United States 
in compensation legislation presents two distinct tendencies. 
Probably these may be best described as (1) the European tend- 
ency and (2) the tendency of the British colonies. Of the forty- 
six compensation acts outside of the United States, analyzed in the 


t See the writer’s discussion of medical aid (Jour. of Pol. Econ., 1917, p. 729). 
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latest government publication on the subject, some twenty-one 
relate to European countries and sixteen to British colonies in 
America, Australia, or Africa... The waiting-period provisions of 
the European acts are given in a descending scale in Table I. 


TABLE I 
WalTING PERIODS IN COMPENSATION ACTS OF EUROPE 


Norway § 
Switzerland 
Netherlands] 
Italy 
Lichtenstein 
Portugal 
Rumania 
Russia 
Servia 
Luxemburg Spain 
Austria§ 
* Subsidized voluntary sickness insurance cares for minor accidents. 
t None, if disability lasts over 2 weeks. 
t None, if disability lasts over 1 week. 


§ None, if disability lasts over 3 days. 
{ None, if disability lasts over 2 days. 





j 


The range of fluctuation is seemingly wide, from no waiting 
period to thirteen weeks. But in appraising the significance of the 
long waiting period in Denmark and Sweden, the existence of a 
voluntary but state subsidized sickness-insurance system must be 
kept in mind. Membership in this subsidized system is very com- 
mon in both countries, and while it still remains true that through 
such a long waiting period industry is relieved from meeting a con- 
siderable part of the cost of industrial accidents, the needs of the 
injured and his dependents are usually net in some way. 

With these two exceptions, however, the waiting period is as a 
rule insignificant. In the twenty-one acts the waiting period is 
one week in three, four days in two, three days in five, and two days 
in two; while in seven acts there is no waiting period at all. The 
average, therefore, excluding the extreme acts of Denmark and 
Sweden, is only two and one-half days. As noted in Table I, in five 
of the acts the waiting period is further reduced by modifying 

* See Bulletin of the United States Bureau of Labor Statistics, No. 203, pp. 305-5°- 
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conditions. In Belgium, Austria, Norway, and Netherlands it 
applies only to the minor accidents, but is waived entirely in all 
cases extending over the period. In Great Britain the week’s 
waiting period is waived in injuries extending over two weeks. To 
measure the effect of this provision, the Standard Accident Table 
may be depended upon. 

Of 100,000 tabulatable accidents, complete recovery will take 


place 
Not later than 1 week................. 37,225 cases 
Not later than 2 weeks................ 24,019 Cases 
While all other accidents will number.... 38,756 cases 


The first group of 37,225 cases comes entirely within the waiting 
period; the cases of the second group (24,019) will receive com- 
pensation only after the expiration of one week; while in the 
remaining 38,756 cases compensation will be paid referring back to 
the first day of injury. 

Little support in favor of a substantial waiting period is there- 
fore found in European practice. But an entirely different picture 
is presented by the numerous acts of the British Colonies, passed 
largely within the last decade. 


TABLE II 
WAITING PERIOD IN BRITISH COLONIES 

Alberta New Foundland 
Manitoba New Zealand | ; 
New South Wales { ? weeks South Australia {* week, but none if 
West Australia Tasmania | disability lasts 
isin iieatiiedl - over 2 weeks 

ca British Columbiaf po 
Ontario Queensland} 3 day 
Quebec I week 
Union of South Africa 
Victoria 


* Reduced by Act of 1915 from two weeks as established by earlier law. 
t Reduced by Act of 1916 from two weeks as established by earlier law. 


The average waiting period in these colonies is eight days, or 
over three times as long as in Europe. Only two colonies have 
shortened the waiting period as compared with the mother-country. 
In both the change was comparatively recent, ‘being effected in 
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1916. In fact, until less than two years ago the average waiting 
period for these colonies was over ten days, or four times as long as 
the average for European countries. In three others the provisions 
of the British Act of 1906 are reproduced; in four the one-week 
limitation is preserved without any limitations and in six raised to 
two weeks. This peculiar parsimony of the colonial governments in 
the field of social legislation would be somewhat difficult to under- 
stand if we did not know that the two weeks’ waiting period was 
found in the old Biritish compensation law of 1897—the first 
enactment into legislation by an English-speaking country of the 
doctrine of compensation as opposed to that of liability.’ 

It is a curious tendency of colonial life to retain for a long time 
ideas and standards abandoned by the mother-country. The 
colonies enumerated on page 251 legislated at various times 
between 1900 and 1912, but disregarded the home-country standards 
of 1906 and followed those of 1897. Evidently considerations 
other than those which governed the waiting period of three or 
four days in European countries must be held responsible for the 
colonial standard of two weeks. Taken together with the other 


provisions of the acts, which place very narrow limits upon the 
amount of compensation granted, this long waiting period is simply 
one expression of the effort to keep down the cost of compensation 
to its lowest possible limits. In the light of the social philosophy 
of two decades ago in England, this effort need not surprise one. 
It is decidedly out of harmony with the political tendencies of the 
present in the American and Australian colonies of the British 


Empire. 
III. AMERICAN COMPENSATION LEGISLATION 

For obvious reasons the whole course of American compensa- 
tion legislation, especially in its earliest stages, was influenced by 
British rather than Continental standards. As a matter of fact 
the British Act of 1906 was the final stimulus toward legislative 
action in this country. But in respect to the provisions concerning 
the waiting period the British colonial standards proved even more 
influential. 


t Twenty-fourth Annual Report of the United States Commissioner of Labor, ‘“Work- 
men Insurance and Compensation Systems in Europe,” p. 1502. 
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TABLE III 
Year of oe . Waiting Period Waived f 
Sat Neat, | waiting Pesiod| Wpiting Feiod Waived for 
Alaska..............++++- IQI5 2 weeks | Over 8 weeks of disability 
WN 5a iodo epieipentees 1912 ; = Over 8 weeks of disability 
IgII : * 
San ara {iis ” 
1917 10 days 
figs 3 weeks 
RR iiss cendrecaciebara \1917 _ * 
1913 ‘.* 
COMMOCHIENE ... oc sccccacses {9 10 days 
1917 1 week 
MN soi ita dcnccanes 1917 > * 
se {1915 . * 
menaene ics c:F.aranranse disp Ba wee \1917 7 days — 
IS G:i5ia. nisin a xcraconias IQII 1 week Permanent total disability 
Bid ccorancaroiecnn oe orhane es 1917 : * 
“ 
Bors ccdwsnecamanoeae {rors -_ 
\1917 I 
ion. { 1913 2 : Dismemberment 
oS aera Sen 1917 2 Over 7 weeks of disability* 
“ 
RNS a ohsicas nse dcscucarereiniora avers {torr Ps 
, \1917 es 
DONE 5. s5aiassscadsens 1916 . ° 
I or a crccasnaraler 1914 s * Over 6 weeks of disability 
NN ae sig th Ss Sena, Sipe eee IgI5 , = 
Pee ree 1914  * 
{ior _ 
rpms OPE eto Pe \1916 10 days _ 
WIR. ncn sesso ertvers 1gI2 2 weeks Over 8 weeks of disability 
' f1913 : * 
OTT Te \1917 1 « 
EE EE eee IQI5 e- * 
aa ; f1913 ¢ * Over 8 weeks of disability 
PE, oikcitcnaenas sous \1917 I “ Over 6 weeks of disability 
— frto13 e * Over 8 weeks of disability 
Se alin tc alae ae \r19r5 I : Over 3 weeks of disability 
New Hampshire........... IQII 2 
LD ner IgII 2 ° 
INOW DECEICO. . 0.05. ccceees 1917 5 * 
New York {1913 . abil; 
ee Se OR Las eee \1917 2 * Over 7 weeks of disability 
er Sener IQII : = 
EE See 1915 2 ° 
| Serre 1913 None 
POMMEVIVOMIG. 006k ccsse 1915 2 weeks 
DOUG DIOR. ook oo ceecees 1916 None 
; f1913 2 weeks 
Rhode Island... .. . 6.5000 \1917 ~~ « Over 4 weeks of disability 
South Dakota............. IQ17 , * Over 8 weeks of disability 
NES ae EESee  e 1913 I . 
RARE aeeoe ame ee. 1917 10 days 
re: {1915 : weeks 
\1917 I 
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TABLE IlI—Continued 








Waiting Period Waived for 


Year of a ‘ 
Waiting Period Accidents Resulting in— 


Enactment 


{ IQII 1} dayst 
IQ17 1 week Over 30 days of disability 


“ 





Washington 
West Virginia 1913 I pas 
Wisconsin IQII oo Over 1 week of disability 
IQI5 10 days Permanent disability 
1917 10 Over 30 days of disability 


“ 
United States ee . Over 15 days 


Wyoming 














* This has been accomplished in a very curious way. The amendment of 1917 provides that the 
compensation during the fifth, sixth, and seventh weeks of disability is increased by two-thirds of the normal 
compensation, i.e., instead of 50 per cent of wages it rises to 83.33 percent. During these three weeks 
therefore the injured receives additional compensation equal to the normal compensation for two weeks 
(50 per smadtet on per cent=2), which is equivalent to abolishing this waiting period. It also 
means that in case of disability of five weeks’ duration the waiting period has been reduced to one and 
one-third weeks (or nine days) and in case of disability of six weeks’ duration to two-thirds of one week 
or four to five days. 

t By interpretation of Insurance Department; act provided “no compensation . . . . unless the 
loss of earning noun) shall exceed 5 per cent.’”” The compensation being on a monthly basis, this was 
interpreted to mean (30 daysX5 per cent=)1.5 days. 


In Table III the provisions of all the compensation acts in 
regard to the waiting period are given in an alphabetical order 
of the states. Both the provisions now in force and those super- 
seded by subsequent legislation are shown. 

Even a superficial examination of Table III indicates a much 
greater uniformity in waiting-period provisions than in those con- 
cerning medical aid.t Two standards, two weeks and one week, 
predominate, with very few acts deviating from both. Recently 
the ten-day waiting period has been gaining some popularity, evi- 
dently as a compromise. 

This uniformity will become more apparent when the acts 
are arranged according to the waiting-period provision in an 
ascending scale of liberality (see Table IV). The provisions which 
have become obsolete are printed in italics. 

Of the sixty acts here listed, passed in forty-one jurisdictions, 
thirty-two have the two weeks’ waiting period (twelve, however, 
having certain minor modifications) and sixteen the one-week period 
(only five having some modifications). Thus but twelve acts fall 
outside of these two norms. 


«See ‘‘Medical Benefits under Workmen’s Compensation,” Jour. of Pol. Econ., 
June and July, 1917. 
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TABLE IV 

Waiting Period Exception Act Year 
Ra aconie alle o-51c5-4 once oosun leek na ee Colorado......... Igls 
ee ee ne ee New Mexico..... 1917 
$e GOMS. .... 20... Accidents over 15 days....... United States... 1908 
re Pier ee eee er ie rer Yr California....... 193 
OTe. ae RC SOE eee De R  e COmende. ......... 1QI7 
RY -knstgnial aie wacar mains r are wiaee en cee eee Connecticut...... 1913 
MON dateveermactntctmaa caine nema nea Denware......... 1917 
Be  ecaisheeSiara ears arcu meeasota a. otatand ia are aortas ee 191s 
MR, aikicbaesi svete Relesaiaiaiac sr mnsiatn asain eee SD 6.5.535:0:0 1915 
Oe Cee | Se eee Pree enemy su re IgII 
SD aaa beset auntie ate eet ees Kentucky....... 1916 
MS paige aeeeamemaia sd dereleo anaes pea eran re IQI5 
OE TG ce Pe ee ees Re SORA ret Maryland........ 1914 
aS | eee oe SMC a td Comet Massachusetts. ... 1gIr 
ee te: ene eee ee ee ree rete Minnesota....... 1913 
BT caiditvesamniea harass Crea TOR ad wane monoten Montana........ IQIS 
ee. Sa uene eee sateen ee New Hampshire. . IQII 
LRA Cr: Cea erent eer ethein Ro Smear ore New Jersey...... IQII 
BOE" crcuale lege teale sonar paca is einai sickens aise New YOR... 1913 
Be Ss <sccishemaaretea cae seins so adie ea ee Oklahoma....... IQI5 
gree re: emer eee earn Pe eee Pennsylvania... . 1915S 
Me Serle bieaa ete ae ee Rhode Island..... 1913 
i -pracarirers oe iaae amaearet ie ama eee ae Vermont......... 1915 
eS “necasan Dismemberment............. ree 1913 
ee cows Over 8 weeks of disability..... err I9I5 
: a ee Over 8 weeks of disability....| Michigan....... Igi2 
- ogee re Over 8 weeks of disability....| Nebraska........ 1913 
eS Sous Over 8 weeks of disability....| Nevada.......... 1913 
oe § ek eae Over 8 weeks.of disability. ...} South Dakota... . IQI7 
oF Sateen Over 7 weeks of disability. ...| New York....... IQI7 
ee leo Over 7 weeks of disability.. ... Serer 1917 
seseaae Over 6 weeks of disability. ...} Louisiana....... 1914 
See Over 4 weeks of disability. ...} Rhode Island. . 1917 
" Seer: Over 2 weeks of disability. ...} Arizona......... 1912 
IB ise os ainru cde cas to nraioaes saatcemoeHoee Connecticut...... IQ15 
MR nw iicarcemadaberaw Sus una bare eaeroremetinen Calternis........... IQI7 
To. .2, ccnarsig Mea eeemiare ain Aa ee Massachusetts. . . 1917 
ER Sere er eee eerie pee a” {eee 1Q17 
Gee eee Permanent disability......... Wyoming....... IQI5 
Bao 5, ssn Cece are Saetioenuinneeanureanees California....... IQII 
Oe Gracoraia aah oreeiare ole, uaa aie eo ets Connecticut. .... 1917 
ES. ac bccctalpe ais nacuamitia acuatas > areata BIAWAR,. oo. 65.0: IQ17 
a ee ele eee ee seme hare ee 1917 
Bee + sree nino a an siaernd, Aare Eater a aeons ee 1917 
Ee Kee me enn en bree ene ee eee 1917 
RF ciuisineeeeioe anc ou Gnewmemcenay ena rae Minnesota....... 1917 
Be ako ian ag overs eae eee See IQII 
BS ic aloa eet ati adanthar cumirstanen oan ere 1913 
MEE Re Lee es tee Ree ie Vermont........ 1917 
RC ee eee ee West Virginia... . 1913 
Se eee | Permanent total disability... .| Illinois.......... IQII 
be ..| Over 6 weeks of disability. ...| Nebraska....... 1917 
ee .| Over 30 days of disability... .| Washington...... 1917 
ae .| Over 4 weeks of disability. ...| Wisconsin....... IQII 
Bh. Stnictreeecrns | Over 3 weeks of disability. ...| Nevada......... IQI5 
CT, nn RRS ARO A I NS Eh doh EN. United States. ... 1916 
eS EEA Re Oe eran Washington...... IgII 
ERC: RI Rae inane aC errr 1913 








Porto Rico....... 
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Since the New Jersey law was the first to establish the two 
weeks’ waiting period and Illinois the first to establish the one- 
week period, one may speak of the New Jersey type predominating, 
with the Illinois following it. On the whole, the shorter waiting 
period is found in acts which are more liberal in other provisions 
as well, though this rule is not without its exceptions. 

A study of the waiting periods in relation to the date of the 
first adoption of the compensation system by the various juris- 
dictions brings out even a stronger tendency toward the New Jersey 
standard in most states at the beginning of compensation legislation. 
Thus twenty-seven out of forty-one jurisdictions began with a two 
weeks’ waiting period. In Table V minor differences are disregarded 


TABLE V 











WaltTinc Periop EsTaBLIsHED 





NEw COMPENSATION 


Acts PassED Three Two 


Weeks Weeks Ten Days | Seven — Less than 


| Seven Days 





ET Tee Ae 
IQII... 

1gI2. 

a033.... 
COC Te, ere 
IQI5 

1916 

1917 


_ 
Aawanonvo # 








NN CON ONS 











41 


N 
~ 


and the fifteen days’ waiting period of the United States act of 1908 
is included. Nor is there any noticeable tendency for the more 
recent acts to begin with a more liberal scale than the older acts. 

In fact, almost the opposite conclusion may be arrived at, for of 
the ten states which began with a waiting period of seven days or 
less, eight did so in 1911-13, and only two in 1914-17. Both acts 
with a three weeks’ waiting period fall in the latter period. 

But a very different impression is obtained when the changes 
in existing acts are studied. ‘Probably no other feature of com- 
pensation laws is considered and debated more than the waiting 
period,”’ says an official investigator.’ 


* United States Bureau of Labor Statistics, Bulletin 203, p. 8s. 
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A large number of amendatory acts covering the waiting period 
are being introduced at almost every session of the numerous state 
legislatures, and a substantial number of changes have already been 
accomplished, as Table VI shows. 


TABLE VI 


1913, California increased the waiting period from 1 week to 2 weeks 
1915, Connecticut reduced “ <3 “ 2 weeks “ 10 days 
1915, Nevada = aa = 
1916, Massachusetts .  * * to 
1916, United States : “ 15 days 3 
1917, California 2 weeks “ 10 
1917, Connecticut todays “ 7 
1917, Hawaii . 2 weeks 7 
1917, Indiana . Ze = - ee 
1917, lowa waived after 7 “ of disability 
1917, Kansas reduced from 2 “ to 2 days 
2 
2 


“ 


1917, Minnesota ° a ‘ 
1917, Nebraska 


“ “ “ 


also reduced the period after which the waiting period is 
waived entirely from 8 weeks to 6 weeks. 
1917, New York waived the waiting period after 7 weeks of disability 
1917, Rhode Island - . 7 . > 6s . . 


1917, Vermont reduced “ . “from 2 “ to 7 days 


1917, Washington increased “ . . * 2. 5dys ° 3 * 


The increases of the waiting period are, therefore, very excep- 
tional. In both California (1915) and Washington this has 
evidently been done ‘‘to allow other benefits.” The current legis- 
lative year brought a regular avalanche of such changes with a 
decided tendency to substitute seven days for two weeks. The 
most striking change, however, was that effected by the Federal 
Employees Compensation act of 1916, which established a three 
days’ waiting period for the fifteen days of the earlier act. It is 
reasonable to assume that this act, sponsored by the Social Insur- 
ance Committee of the American Association for Labor Legislation, 
has had a very strong influence upon the legislation of 1917, which 
as a matter of fact was the paramount purpose of that Association 
in preparing the Kerr-McGillicudy act as a model law. A very 
decided change in the average waiting period is evidenced by a 
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comparison of the legislation in force at the end of 1915 with that 
at the end of 1917 (see Table VII). 


TABLE VII 





NUMBER 





Waltinc PEertop 
End of 1915 End of 1917 





Over 2 weeks I 
I re. ccd sae ale 22 18 
2 4 
6 15 
2 3 


34 | 41 














Nevertheless the two weeks’ waiting period, with minor modi- 
fications in a few cases, still persists in eighteen states, or nearly one- 
half of the total number having compensation laws. 

Of course the uniformity is not so great as far as the detailed 
provisions are concerned, many differences being due to a differ- 
ence of wording, which was perhaps unintentionally introduced. 
But after all the waiting-period provision is simple and the limits of 
variation not very wide. 

One variation represents the obverse of the condition found in 
connection with the provisions regarding medical aid. The acts 
speak of ‘‘the two weeks after the accident” and ‘the first two 
weeks of disability,” as if these were interchangeable concepts, 
which they are not, except when the injury is severe and obvious 
and is followed immediately by disability. If the disability 
develops later and as a result of some change in conditions, the 
waiting period in many states may be substantially reduced or 
nullified. This fine distinction in verbiage, probably unintentional 
in most cases, deprives many a case of its needed medicalaid. And, 
vice versa, it may benefit many injured as far as compensation is 
concerned. Thus, for instance, in New Jersey a workingman 
who receives a slight injury of hand, which does not incapacitate 
him for the time but becomes infected a few weeks later, would 
not be affected by the waiting-period provision (though he would 
lose his right to medical aid), because the New Jersey provision 
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reads: “No compensation should be allowed for the first two 
weeks after injury received.”” This would at least be the result of an 
accurate interpretation of the language of the law, and the same 
language is used in many other acts. In a larger number of 
cases, however, the language more appropriately refers to the 
first week or two of disability. 

Another technical point is involved in the definition of the word 
“disability” as applied to the duration of the waiting period. In 
most accidents leading to permanent results though of a partial 
character, some period of total disability, usually extending beyond 
the waiting period, precedes the determination of permanent 
results. It is not impossible for a minor amputation (e.g., of a 
finger or two) to result in a very quick recovery and return to work, 
though at lower wages. According to the Connecticut act (which 
language is practically repeated in a number of other states, as 
Arizona, Iowa, Kansas, Maine, Massachusetts, Michigan, Nevada, 
Rhode Island, Texas) the waiting period is defined as embracing the 
specified week (or two weeks) during which the injured is incapaci- 
tated from earning “full wages,” the formula thus including partial 
disability. In other states there is no definition of disability at all 
in this connection, partial disability being included by implication 
with total disability. 

In studying the limitations placed upon medical practice it was 
found that even the severe limitations affected only a comparatively 
small proportion of all industrial accidents.? The effect of the 
waiting period is evidently broader. Generally, it affects all injured 
persons except those fatally injured, whose death is almost instan- 
taneous and whose compensation is computed on an entirely 
different basis. 

In cases of dismemberment we find other limitations in force 
which practically neutralize the effect of the waiting-time limita- 
tion. But outside of these two groups of accidents (fatal cases 
932 out of 100,000 and dismemberments 2,300 out of 100,000, 

‘Louisiana, Minnesota, Montana, New Hampshire, New Jersey, Ohio, West 
Virginia. 


2See “Medical Benefits under Workmen’s Compensation,” Journal of Political 
Econcmy, XXV (June, 1917), 602-4. 
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according to the Standard Accident Table) all the others, 97,568, 
or 97.5 per cent of the injured, are affected by it though to a varying 
extent—those falling wholly within the waiting time losing their 
entire compensation, and those extendir~ beyond the waiting period 
losing a part of it, which become: — .« ‘er proportionally as the 
total compensation grows larger. .\{n exception is made, as already 
indicated, of certain grave accidents in those states where benefits 
revert to the day of the injury in case the disability extends beyond 
a specified period. 

In order to determine the number of accident cases entirely 
deprived of compensation (except the cost of medical aid) Table 
VIII is given, which quotes data from the Standard Accident Table. 

TABLE VIII 





Cases Eventually 

Duration of Total Temporary Cases of Temporary Developing into 
Disability Disability Only Permanent Partial 

Disability 





© WOE OF BOB oink sci cecasdis. 37225 139 
RS ose Sc kG tae achecchac 24,019 137 


2 weeks or less........... 61,244 276 
2-3 weeks amin ananieaere 12,145 144 


3 weeks or less... .. 
3-8 weeks.......... 








ee 
errr re 





Total cases...... 
Total permanent disability 
Total Dismemberments . . 


Total Fatal 








In New Jersey and all the numerous states of the same category, 
therefore, 61.5 per cent of all accidents receive no compensation at 
all, while 35.1 per cent lose it for two weeks. In Colorado the 
number of cases without compensation rises to 73.8 per cent. In 
Illinois, Ohio, etc., where one week’s waiting period prevails, the 
percentage is only 37.4 per cent. In Alaska, Michigan, Nebraska, 
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and South Dakota less than 5 per cent outside of the fatal and 
dismemberment cases receive their full compensation. In Con- 
necticut, the waiting period being ten days, the number of cases 
within that period has by interpolation been determined at about 
50 per cent. 

Investigation shows that the percentage of loss varies in inverse 
ratio to the duration over the first two weeks. If the injured person 
returns on the sixteenth day, for instance, he receives one-fifteenth 
of the benefits to which he would otherwise have been entitled. 


IV. CRITICISM OF AMERICAN LEGISLATION 


It is evident that there is a substantial loss to most of the 
injured and an apparent saving to the employer in the retention of 
the old English waiting period which was discarded in England over 
ten years ago. The individual and social justice of this saving will 
be considered presently. But an actual quantitative computation 
of this saving is evidently necessary. At the time most compensa- 
tion laws were adopted there were no scientific methods of comput- 
ing compensation rates or estimating the cost of distinct benefit 
features of the compensation acts. All was conjecture, hypothesis, 
and judgment. The evident fact that a substantial waiting period 
excluded a majority of cases easily created the impression that it 
saved a large proportion of the cost. 

With the introduction of the Standard Accident Table and the 
scientific methods of rate-making in the summer of 1914, a fairly 
accurate estimate of the saving thus effected became possible. The 
computation of this estimate is shown in Table IX. Excepting 

« If d be defined as the duration of disability in weeks and the weekly benefit is w, 


then the loss is equal to 2w and the benefit in the absence of a waiting period would be 
dw. The proportion of loss through the waiting period is a, 
received is (d—2)w; the proportion of the amount received to the amount that would 
be due without a waiting period is eed? 1—3. The larger the value of d 


the amount actually 


2 
d 
With d=q the loss is 50 per cent; with d=8 the loss is 25 per cent; with d=13, the 
loss is over 15 per cent and still substantial; and it is well to remember that 93 per cent 
of all accidents are cases of temporary disability not extending over thirteen weeks. 


2 , ‘ : ‘ 
the smaller is q °F Proportion of loss; and the larger is 1—-— or the proportion received. 
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the fatal and permanent total disability cases (932+110=1,042), 
the remaining 98,958 have a period of temporary total disability; 
4,765 cases lead eventually to partial disability due to dismember- 
ment or other conditions, while the remaining 94,193 result in 
complete recovery. But this distinction is immaterial in this 
connection. 

The method of computation used in the table is self-evident. 
The assumption of the mean between the limits in each group as the 
average duration of a case of that group is not quite accurate. 
Since the series is a descending one, the average is probably nearer 
to the lower limit. But the inaccuracy thus introduced in view 
of the narrow limits is not a great one. For cases extending over 
thirteen weeks the average duration of nineteen weeks (not includ- 
ing the consequent partial disability) was assumed on the basis of 
voluminous European experience. The method is convenient 
because it permits of easy determination of any other variation in 
the waiting-time provision. 

The computations refer to time only, since that is the decisive 
factor of compensation in temporary cases. Whatever the weekly 
compensation, whether 50, 60, or 663 per cent of the wages, the 
proportionate effect of the waiting time would be the same. 

A waiting period of one week reduces the total compensated time 
and therefore the cost of compensation from 255,216 to 176,836 
weeks, or 30 per cent; a waiting period of two weeks, to 125,947 
weeks, or 50 per cent; a waiting period of two weeks with the 
“eight-week”? modification, to 138,489 weeks, or 46 per cent. 
Reversing the relationship we may say that the reduction of the 
waiting period from two weeks to one week would increase the cost 
of the weekly benefit for total temporary disability by 40 per cent; 
the entire abolition of the waiting period would more than double it. 
The limitation of a waiting period of two weeks to only the cases 
not extending over that period, would increase the cost by 59 
per cent. The reduction of the waiting time to one week only, 
and its further limitation to those cases under one week, would 
increase the cost by 88 per cent. 

The effect of other modifications would fall within these extreme 
limits. 
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The comparisons are impressive. They indicate the substantial 
loss of compensation sustained through this provision. But if the 
effect of this upon the total cost of compensation is to be ascertained 
it must be remembered that in addition to weekly benefits the 
medical aid must be paid for, and that it is the remaining few cases 
of death, dismemberment, and permanent disability that constitute 
the larger part of this cost. The relation between the cost of 
temporary disability and the total cost of compensation must natur- 
ally vary with the various benefit scales of the compensation act. 
But without going into actuarial subtleties, it may be stated in a 
general way that the weekly benefits for total temporary benefit 
constitute only about 10 to 15 per cent of the total cost under a 
two weeks’ waiting period. The increase of this item of cost by 
50 per cent will not increase the entire cost over that of the present 
laws by more than from 5 to 7} per cent. Doubling the cost of 
compensation for temporary disability increases the total cost of 
the compensation by 10 or 15 per cent. 

But what does that difference represent in actual dollars and 
cents? This is most likely the form in which the question will be 
asked. The actual difference will evidently depend upon the 
degree of hazard of each industry, since the present cost in some 
states differs from 10 cents to $15 or $20 per $100 pay-roll. Taking 
industry as a whole, however, the following information is sig- 
nificant. When a conference of insurance companies and state 
officials was revising the compensation rates in the spring of 1917, 
a substantial volume of experience was available for eleven states, 
amounting to a total pay-roll of $4,341,544,786, on which the losses 
were $22,827,282, or only 53 cents per $100. 

By states this experience was distributed as is shown in 
Table X.! 

Evidently an increase of the cost by 5 to 10 per cent would not 
mean more than an additional charge of 2 to 5 cents per $100 of 
pay-roll, scarcely a substantial consideration. 

That the waiting period, whatever its purposes, in reality 
serves to reduce substantially the restitution of loss sustained— 

« H. E. Ryan, “Revision of Workmen’s Compensation Rates,” Proceedings of 
Casualty Actuarial and Statistical Society of America, III, 175. 
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already reduced by the adoption of a limited benefit scale—is 
quite obvious. 

To meet this charge several acts have embodied the modi- 
fication already referred to above, making the compensation for 
the waiting period payable after the disability has lasted a certain 
length of time. This change is based upon the consideration that 
in accidents of a certain severity there can be no charge of malin- 
gering. In Michigan, Nebraska, and South Dakota the waiting 
time is waived when the duration of disability extends beyond 
the eighth week. Other applications of this principle appear in 
Tables III and IV. A still more striking example of this method 
is found in the Federal Employees Compensation Act of 1908 (since 
superseded by the Act of 1916, in which this vicious feature was 
abolished) which gave no compensation whatever if disability lasted 
fifteen days or less but waived the waiting period altogether and 
paid full wages for the entire time lost if disability exceeded that 
period. 























TABLE X 
(oss Omntted) Loses et Poy Ral 
RN oes snp iors Staite acdsee $ 209,963 $1,498,126 71 cents 
Er ae 87,948 304,586 “— 
I 35 sor irdata ew tarcletasete ba 477,726 2,982,212 62 “ 
NEE NT ee ere? 36,451 164,078 ag * 
Massachusetts, old law (1912)..... 1,212,533 4,755,063 — * 
Massachusetts, new law (1914).... 367,409 1,958,867 . * 
| ree re ane 298,665 1,780,423 60 “ 
MINS o/s 50s. c5 5s. Sesscuwaucaeie 85,167 513,115 60 “ 
BE IE 6555 odin edies rcnaers. cars 326,827 1,370,179 as * 
I cs <io.6.<. 9:4: ceadnaias melee 1,131,305 6,574,951 58 “ 
ee ere ee 26,751 159,255 Go * 
RR rete rarer re | 85,741 669,827 78 * 





It is obvious that as far as even elementary justice is concerned 
this provision was illogical, to say the least. If the ostensible 
purpose of the waiting period is to eliminate malingering the 
retroactive clause produces a directly opposite effect and must 
offer a direct encouragement to the exaggeration of injuries, for 
it makes the extension of the disability beyond a certain limit a 
matter of definite advantage, sometimes of very large advantage, 
to the injured. 
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As this advantage was greatest under the old Federal act, the 
efiect there must have been strongest, and eloquent data are 
available to substantiate the charge. An employee of the United 
States government who has been injured in the course of his 
employment and returned to work before the expiration of the 
fifteenth day has lost his wages for the entire time of his disability, 
perhaps as much as two weeks. By staying over until after the 
beginning of the sixteenth day he might regain every cent of wages 
lost. If one day’s extension of disability was worth anywhere 
from $25 to $75, how much moral courage was necessary to return 
to work on the fifteenth, the fourteenth, or the thirteenth day? 
How much stretch of conscience did it require for the injured 
workman or even for his physician, when made aware of the cir- 
cumstances in the case, to reason that another day or two in bed or 
at home would facilitate convalescence or complete recovery ? 

What was the result? The distribution of accidents to United 
States government employees outside of the Isthmian Canal Com- 
mission, to whose employees this provision did not apply, is given 
in Table XI. The table shows the duration of disability as com- 
pared with that disclosed by the Standard Accident Table." 


TABLE XI 
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| UNrtrep STATES EMPLOYEES 1908-13 ACCIDENT TABLE 
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Failure to report many accidents of less than seven days’ dura- 
tion produces an entirely different distribution for the United 
States employees than that in the Standard Accident Table. But 
nevertheless the effect of increasing the accidents falling in the 

* Bulletin of the United States Bureau of Labor Statistics, No. 155, Ppp. 54-55 
‘*Compensation for Accidents to Employees of the United States.” 
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third group (fifteen to twenty-one days) is clearly noticeable. It 
is the universal experience (reflected in the Standard Accident 
Table) that the number falling into each duration group decreases 
very rapidly. But among the employees of the United States 
government there were 18 per cent more accidents lasting from 
fifteen to twenty-one days, than of those lasting from seven to 
fifteen days. In view of the peculiar provision of the law the 
explanation is obvious. The situation appears still worse when 
the development of this tendency is studied (see Table XII). 


TABLE XII 








Duration of Disability 














x Number of Accidents anmenieneds in— 
| 1908-9 | 1909-10 IQIO-11 IQII-12 IQI2-13 
Over 7 but not over 15 days.. i 371 | 530 491 601 | 692 
Over 15 but not over 21 days.. | 371 | 538 584 

| 


744. | 940 





The distribution of the accidents of over seven and under 
twenty-one days between the two groups was therefore the result 
given in Table XIII. 

TABLE XIII 


PERCENTAGE OF ACCIDENTS 

















Sieatian United States Employees 
Accident 
Table 1908-9 IgOg-10 IQIO-II IQII-I2 1912-13 
Over 7 but not over 15 days} 69.5 50.0 49.5 45.7 45.0 42.4 
Over 15 but not over 21 
WG kao sa caeee sets 30.5 50.0 50.0 54.3 55.0 57.6 

















Here is a striking illustration of the pernicious effect which the 
best-intended legislation may produce when drafted by unskilled 
hands. 

In the case of Michigan, Nebraska, or South Dakota the 
effect cannot be so glaring for it touches only the graver injuries 
with many weeks’ disability preceding the turning-point. But 
it is not unreasonable to assume that injuries which normally should 
last seven weeks or so will be similarly affected. By carrying 
the disability over the entire eighth week, the injured will lose 
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one week’s earnings but will receive compensation for the eighth 
week as well as for the first two weeks, i.e., he stands to gain half of 
one week’s wages by taking an additional week’s rest. A subtle 
motive for exaggerating one’s symptoms is thus created. 

Both theory and practice produce therefore very weighty argu- 
ments against the inclusion of any retroactive clause. The objec- 
tions to an excessive waiting period must be met by cutting it down 
all along the line. Admitting that the effect of the waiting period 
is to make a substantial inroad into compensation for wage loss 
sustained, what are the social results ? 

Admittedly the loss of one or even two weeks’ wages is not a 
calamity. If Mr. Lott’s theory of a limited compensation fund be 
accepted, then it would be true that by eliminating the smaller mis- 
fortunes you leave your fund for use in alleviating real distress— 
permanent injuries and the like—instead of dissipating it for 
comparatively inconsequential injuries. ‘‘To be laid up for a 
month is a misfortune, but not a real calamity. If the fund is 
taken up for misfortunes there is nothing left for calamities.’ 

From this point of view Mr. Lott’s objection to reducing the 
waiting period from two weeks to one is eminently logical. As a 
matter of fact the subconscious idea and even the definitely 
expressed theory of a limited compensation fund has had some 
influence upon legislative action. At least two illustrations of this 
may be quoted. 

In California the benefit schedule of the early elective Rosebery 
act was thoroughly revised in the compulsory Boynton act of 1913. 
In this revision the one week’s waiting period was increased to two 
weeks—perhaps the only case of a definite reduction in benefits 
through amendment. This was defended upon the ground of 
necessity for more liberal treatment of the graver accidents. 
In advocating this change the board stated: 

By reducing the compensations paid for disabilities rated at less than 60 
per cent of impairment of the efficiency of the human machine to the real 
requirements of persons so disabled, and by raising the waiting period from one 
week to two weeks before any compensation at all shall be paid, enough is 
saved to cover the cost of the life pension.? 

*E. L. Lott, Which Will Be Best for the Workman? p. 124. 


2 First Report of the Industrial Accident Board of the State of California, September, 
1911—December 31, 1912, p. 35. 
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In Colorado, after many years of political discussion, a com- 
pensation act was finally passed in the spring of 1915. The scale 
of benefits is extremely limited. In the form introduced in the 
legislature the bill provided that the wages upon which compensa- 
tion must be computed must not be assumed to exceed $750 per 
annum. This would produce a maximum weekly wage of $14.42 
and (with a 50 per cent benefit scale) a maximum benefit of $7.21. 
This unusual subterfuge for cutting down the cost called forth such 
severe criticism’ that the bill was amended by increasing the 
maximum weekly benefit to $8.00, but to provide for this increase 
in one direction the cost was cut in another direction by an increase 
of the waiting period from two weeks to three. 

But after all, the theory of a limited fund is only true after the 
act has been adopted, and the size of the fund varies extremely in 
different states. The accepted cost of the New York Compensa- 
tion act is two and one-half times and perhaps three times as high 
as that of the Kansas act. It is doubtful whether any student of 
compensation would accept the theory that it is intended to meet 
calamities only, even to the exclusion of ordinary misfortune. 
Surely that would not be acceptable to the millions of workingmen, 
nor to the student of social conditions who looks forward to com- 
pensation as one of the remedies for poverty and a substitute for 
poor relief. The loss of two weeks’ wages is not a calamity. It 
occurs frequently as a result of unemployment or sickness. But 
just because of this frequency it almost always produces a serious 
disarrangement in the economics of the wageworker’s family. In 
thousands and perhaps millions of such families this economic 
equilibrium is so unstable that the loss of two weeks’ wages very 
frequently is the final cause of very much suffering, some disease, 
and perhaps a general breakdown of the basis of economic inde- 
pendence which the first appeal to charity relief often brings about. 

For it must not be forgotten that industrial accidents do not 
occur when the worker is suffering from unemployment; many a 
worker’s family endeavors to adjust itself to the ordinary hazard of 
irregular employment. The loss of time from an industrial injury 
cuts into the busy time of the year, during which the surplus 
necessary to meet unemployment must be earned. 

™ See the Survey, March 13, 1915, p. 659. 
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The majority of wageworkers live from hand to mouth and 
depend upon the weekly pay envelope. Saturday night is a busy 
shopping time because at that time funds for making purchases 
are available. Too much reliance is often placed upon the wage- 
worker’s savings-bank account. The average size of this as 
popularly computed by a simple arithmetical division seems to 
exceed $500. But it was recently shown upon the basis of the 
scanty data available’ that even in thrifty Connecticut four-fifths 
of the depositors have less than $200 each and the average deposit 
in that class is only a little over $100. Even when such a reserve 
fund exists its breakdown for the purpose of covering the loss of 
wages due to an industrial injury is undesirable. Besides, as will 
be shown in a subsequent study, it must generally be drawn upon to 
supplement compensation. 

As Dr. Chapin showed, even ten years ago the task of making 
both ends meet was too severe to be successfully accomplished in 
ordinary circumstances on all incomes under $800,? and among 
families with incomes from $600 to $1,100 only one-third showed 
any surplus at all while over a fourth showed a deficit. A sudden 


and unexpected interruption of income does not necessarily mean 
actual starvation of the family, but it does mean either debts or a 
breakdown of standards, or the excision of such unusual expendi- 
tures as the purchase of some necessary clothing. These data 
refer to 1907: since then the cost of living has increased perhaps 


50 per cent. 

But there is in addition frequently an indirect effect which is 
not usually taken into account. A slim little Irish furniture mover, 
after carrying heavy boxes of books into the writer’s apartment for 
hours and hours, finally sat down to rest, apologizing for his 
exhaustion by pointing at his bandaged ankle, a result of an 
injury sustained a few days previous. There is no doubt that he 
should have been restihg instead of working as hard as he did, and 
he had been so instructed by his physician. He knew all about 
his rights under compensation, but he also knew that his wife and 

«I. M. Rubinow, Social Insurance, pp. 41-43. 


?R. C. Chapin, The Standard of Living among Workingmen’s Families in New 


York City, p. 234. 
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child could not afford to go along without wages for two weeks, and 
this was October, the busy season. He was moving things from 
4:00 A.M. until midnight and could not take time off to go to his 
doctor, let alone remain at home in idleness. Now that he was 
resting he winced with pain; and who can tell what grave conse- 
quences to his ankle this failure to nurse his first injury may have 
meant ? 

The popularity of the two weeks’ waiting period which, not- 
withstanding the many changes, still persists in half of the states 
is largely to be charged to the early students of compensation who 
represented employing and insurance interests, especially the 
latter. The following statement by Mr. Lott, president of a large 
casualty insurance company and a prolific writer on compensation, 
made in 1913, is significant: ‘‘I have discussed this question with a 
large number of gentlemen who have given workmen’s compensa- 
tion laws in this country and in other countries intelligent study, 
and not one of them has seriously considered a waiting period of 
one week as against two weeks.’”* 

At the Chicago Conference of Commissions on Compensation 
for Industrial Accidents, held in November, 1910, when the stand- 
ards had been adopted which went largely into the make-up of 
the New Jersey act, the two weeks’ waiting period was unani- 
mously adopted, and practically without discussion. As already 
shown, the only question raised concerned the possibility of increas- 
ing it to three weeks for the purpose of providing the cost of medical 
aid—another application of the ‘“‘fund”’ idea. 

In the draft of standards issued by the Workmen’s Compensa- 
tion Department of the National Civic Federation four years later, 
the same standard of two weeks still prevailed.’ 

Mr. M. D. Alexander as recently as 1915 advocated a two weeks’ 
waiting period on the ground that it would materially reduce the 

* Lott, Which Will Be Best for the Workman? p. 124. 

2 Proceedings of Conference of Commissions on Compensation for Industrial Acci- 
dents, held at Chicago, November 10, 11, and 12, 1910 (pp. 99-101). 

3 Second Tentative Draft, memorandum of suggestions upon main provisions 
requisite to an adequate compulsory workmen’s compensation law. Issued by the 
National Civic Federation through its Workmen’s Compensation Department, 
August Belmont, Chairman, 1914. 
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financial burden placed upon the employer’ as well as because of 
the ‘‘influence of a waiting period without compensation upon the 
tendency to malinger,” and because “it would be practically 
impossible to give each of the thousands of cases that would arise 
such careful investigation as to judge correctly the injured’s 
claim of unfitness for work.’”’ The same standard was accepted 
by the Conference of Commissioners on Uniform State Laws in 
1913.” 

But signs of objections to this long waiting period very soon 
manifested themselves. It was admitted by Alexander that the 
demands of many employees for a short waiting period or for none 
are loud and persistent. The American Association for Labor 
Legislation recommended a waiting period of “not less than three 
nor more than seven days.’”4 

The Standards of the Progressive National Service demanded 
the reduction of the waiting period to “the first three days of dis- 
ability’? with the comment that there is no adequate reason for a 
longer period than the one here recommended.5 

On the other hand, the workmen’s attitude to the waiting 
period soon became unmistakably one of serious opposition and 
irritation. It may be said that the average workingman is inclined 
to overemphasize it for the sufficient reason that of all the short- 
comings of an inadequate compensation scale this one is most 
frequently brought to his attention. More criticism is therefore 
directed against this feature than even against the very much more 
serious inadequacy of the scale in total permanent disability or 
death. 

Even Alexander is willing to admit that at some future time 
this period could be reduced to one week and it might eventually 

* Magnus W. Alexander, What Shall Be the Principal Provisions of a Workman’s 
Compensation Act? 1915, p. 13. 

2 Conference of Commissioners on Uniform State Laws, 1913. Second Draft of 
Uniform Workmen’s Compensation acts as tentatively approved at the Conference 
held in August, 1913. 

3 Alexander, op. cit., p. 13. 

4 Standards of Workmen’s Compensation Laws. 


s‘*Standards of Workmen’s Compensation,” prepared for the Committee on 
Social and Industrial Justice of the Progressive National Service. 
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be reduced even further if effective means for counteracting the 
disadvantages arising from such steps could meanwhile be found 
and applied.’ 

The problem of malingering, which Alexander advanced as the 
main argument against abolition of the waiting period,’ is a com- 
plicated one and somewhat beyond the scope of this study. It is 
obvious, however, that the only effective method of control of this 
evil (whose dimensions are often unnecessarily exaggerated) lies 
in a better organization of medical control. Frequently back of the 
malingering person stands a dishonest or complacent physician 
whose economic interests depend upon indulgence of, and often 
connivance with, the injured. Nothing will so effectively make for 
proper medical control as a substitution of a medical organization 
for the present dispensation of medical aid on commercial prin- 
ciples. 

In general it must be admitted that an increase in benefits must 
carry with it an increase in cost. In that relationship necessarily 
lies all the difficulty of raising benefits up to the standard level. 
But it has already been substantially proved what a slight charge 
upon industry compensation needs to be. If because of a faulty 
and extravagant organization of compensation insurance the gross 
cost is nearly twice as large as the net cost, then the efforts for 
economy should go in that direction, and not in the direction of 
depriving the wageworker of the compensation to which he was 
frequently entitled, even under the old liability conditions. 

Judging by the results of the onslaught in 1917 the seven-day 
period is destined to conquer. But the battles are still to be fought 
out in the most important industrial states. The history of the 
waiting period, the early errors, and their gradual elimination 
merely offers additional evidence of the necessity of intelligent 
and watchful co-operation of labor in every act of labor legislation. 

I. M. Rusinow 

New York City 

* Alexander, op. cit., p. 14. 


2See also P. Tecumseh Sherman, Notes on Malingering under Workmen’s Com- 
pensation Laws. A Leaflet. 16 pages, 8vo. 





MECHANICAL EVOLUTION AND CHANGING 
LABOR TYPES 


I. INTRODUCTION 


The long series of changes in mechanical inventions that have 
characterized the past century have given rise to corresponding 
changes in the type and kind of human effort required in the opera- 
tion of modern machine industry. Evidences of this are every- 
where. The green-groomed cabby and the hostler have given 
way to the trim chauffeur and auto machinist. The rough-and- 
ready stage-coach driver has long since been replaced by the 
locomotive engineer. Even the strong and robust Slav with pick 
and shovel must step aside and witness the mechanical digger 
which, with the guidance of a single engineer, can dig more trenches 
in a day than fifty laborers could have accomplished in a week. 

Do the sweeping changes brought in by our ever-evolving 
manufacturing world call for a higher or lower type of workers— 
men of higher or lower type as measured by physical and mental 
requirements? On this significant social problem the opinions 
of leaders in commercial and economic thought present a maze of 
disagreement and contradiction. Herbert Spencer asserts in no 
uncertain terms: 

Clearly these adjustments brought in on account of mechanical inventions 
make the motions of the workman himself relatively automatic. At the same 
time the monotonous attention required, taxing special parts of the nervous 
system and leaving others inactive, entails positive as well as negative injury. 
And while the mental nature becomes defermed, the physical nature, too, 
undergoes degradations caused by breathing vitiated air at a temperature 
now in excess, now in defect, and by standing for many hours in a way which 
unduly taxes the muscular system.! 


William Morris gives expression to the same condemnation when 
he states: ‘‘Machinery has made of man a mere automaton—a 
thing without soul and without spirit—an insignificant cog in a 


> 


mammoth wheel 
* Herbert Spencer, Principles of Sociology, IV, 253. 
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In contrast to these denouncements of the advent of new 
machinery, we find in certain quarters appreciation ardently 
expressed. Thus Dr. Carroll D. Wright says: 

Machinery necessitates not only the greatest care in preservation but also 
in operation; so a man who is intelligent enough to learn quickly how to run 
one machine is usually intelligent enough to learn how to operate another in 
some other industry. Unskilled and ignorant labor cannot make such sudden 
CUENS:. <6 x « The man who makes the small parts for the small articles and is 
thus subjected to what is called ‘“‘the terrible monotony of machine occupa- 
tion”’ is not the man who is capable of making whole things but is the man who 
has been lifted out of some other monotonous calling and by machinery pro- 
moted to that labor which calls for the exercise of some intellect. The use of 
machinery compels sobriety on the part of the operative; there has been no 
more powerful or effective temperance worker than the machine. Machinery 
does not degrade labor but elevates it. 

Harry Campbell, former general manager of the Pennsylvania 
Steel Company, meets the same problem from a more practical side: 

While I have found that machinery may increase the number of men, it 
demands a much higher grade of workman, so that the man who operates the 
machine is in most cases likely to get a higher wage than the workman who 
carried on the operation by hand.? 

Thus the authorities hold antagonistic views with reference to 
the effects of machinery upon the operatives. Where one sees 
machinery as “detrimental to labor,” another sees his elevation. 
No doubt the strongly opposed views are to be accounted for in 
large part by limited observation. In no two industries would the 
changes have identical effects. Some changes are detrimental, 
others beneficial, to the worker. This paper deals chiefly with a 
branch of an industry in which the results have been beneficial. 
The author does not present the data as typical. Taken alone they 
of course do not prove any general thesis. 

The data here presented were collected in part by the writer 
when he was employed by the Federal Trade Commission as a 
special examiner in the steel industries and also in part by a specific 
investigation of open hearths in eastern Pennsylvania. His inten- 
sive investigation extended to forty-seven open hearths located in 

™*C. D. Wright, Outline of Practical Sociology (Longmans, Green, & Co.), p. 256. 


? Harry Campbell, ‘‘The Manufactured Properties of Iron and Steel”’ Engineering 
and Mining Journal, pp. 618, 619. 
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eastern Pennsylvania, New York, Ohio, and Maryland. This was 
only a part of a still longer investigation the results of which are 
to be presented in a volume on Changing Machinery and Its Influence 
upon Man. A less intensive investigation was also made in other 
branches of the iron and steel industry. In carrying out this study 
of open hearths careful observation was made of each mechanical 
invention introduced and of the changes in labor requirements 
resulting from it. Four definite factors were considered through- 
out the investigation: (1) the nature of the mechanical process 
introduced; (2) the effect of the new machinery on the safety of 
the worker; (3) the effect of the new industries on the number of 
employees required; (4) the higher or lower type of worker de- 
manded by the invention as measured by (a) physical needs, 
(b) mental control and intelligence required, and (c) wages earned. 


II. THE OPEN HEARTH 


Before we trace the mechanical changes observed, a description 
of the open hearth may not be amiss. The open hearth is used 
in the production of steel which is obtained by adding a small 
percentage of carbon (say one-fourth of 1 per cent) to pure iron. 
Pig iron, scrap iron, and scrap steel are used instead of pure iron, 
and this stock has far more than the needed amount of carbon. 
The main purpose of the open hearth is therefore that of reducing 
the high percentage of carbon. 

The open-hearth building is a large structure two or three hun- 
dred feet in width and sometimes as much as an eighth of a mile 
in length. Running lengthwise through the center of the building 
is a row of furnaces, usually four to twenty in number. Each of 
these furnaces is a complete unit in itself. The furnace is con- 
structed of fire brick and averages about 30 feet in length, from 
22 to 25 feet in width, and from 12 to 15 feet in height, not con- 
sidering the deep foundation. 

At the front of each furnace are two or three openings through 
which the “charge”’ is introduced. The large doors are lowered 
and raised by hydraulic or electric power. The inside of the 
furnace is called the hearth. Here is where the iron is placed so as 
to be heated and cooked until it has changed sufficiently in chemical 
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composition to become steel. At the back of the furnace is the 
tap, or “‘runner,” through which the molten steel is poured from the 
furnace. The steel is first poured into large kettles, or ladles. 
These are from 7 to 10 feet deep and from 6 to 12 feet in diameter. 
Electric cranes carry these ladles, or “‘hot-pots,” as they are called, 
over the tops of vertical molds into which the steel is placed. 

When the molten metal has hardened, these molds are “stripped 
off”? and we have remaining a piece of steel about 12 inches square 
and from 5 to 8 feet in length, called an ingot. 

Let us now turn to a consideration of the different types of 
work carried on in connection with the open-hearth process. The 
occupations may be conveniently classified into large groups, the 
groups being determined largely by the different working levels upon 
which the labor force operates. The first group is that of the 
charging level. This is the floor from which all the materials are 
put into the furnace and is about 30 feet from the ground. The 
second is that of the pouring level. ‘This is on the opposite side of 
the furnace from the charging floor and is about 12 feet from the 
ground. The third group is the ground or pit level. Here on the 
pit level are placed the molds into which the molten steel is poured. 
The fourth group has to do with the operation of the electric cranes. 
These, of course, operate overhead. Finally, outside of these four 
groups, is much miscellaneous work, such as skull-cracking, relining 
ladles, cleaning brick, etc. 

With this introduction we may now consider the labor opera- 
tions performed in each of the foregoing groups, following closely 
those jobs where marked changes have been made owing to the 
introduction of machinery. 

1. The charging level—The workers on the charging level are 
the melter, first and second helper, charger, pull-up boys, and gas- 
men, all of whom are engaged in getting stock and fuel into the 
hearth and in operating the furnace. Their work has been changed 
by the charging machine and the mechanical methods of operating 
gas-producers. 

The methods of charging the furnace have had such a marked 
influence on output and on labor conditions that it will not be out 
of place to trace them in some detail. The early method of filling 
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the furnace was by hand. This method consisted in taking a 15- 
foot bar of iron flattened at one end like a pancake-turner. Upon 
the flat end of this bar the workers placed the iron and then shoved 
it into the furnace. The bar, or “peel,” as it was termed, would 
then be withdrawn for another filling. 

According to Mr. Scott Greenwalt, formerly superintendent of 
open hearths at Midland Steel Company, now with the Bethlehem 
Steel Company, ‘‘this work was the hardest and most strenuous of 
the whole industry. The heavy lifting of iron, the heat, glare, 
and fumes from the open furnace, combined to make the work 
most exhausting. Negroes and Irish were employed almost entirely. 
All wore heavy red flannel shirts to protect themselves from the 
excessive heat, and if it were not for the rest periods that occurred 
between the charging times, no human being could have endured the 
work for a continuous day.” In the language of a worker: “It was 
working aside of hell ahead of time.” 

Six to eight men were required to fill a small 25-ton furnace 
by the peel method. To operate six 25-ton furnaces about forty 
unskilled workers were needed. 

The peel method, though still found in Europe, has almost 
disappeared from American establishments. In 1895 it began to 
be replaced by the “dumper method.” Under this method the 
iron is hauled to the front of the furnace in iron bins. A crane then 
picks up the bins one at a time and dumps them into the furnace. 
In this process the furnace is usually tilted in order to facilitate the 
dumping. This dumper method was short-lived, for soon after 
its invention the charging machine came into operation. 

The charging machine revolutionized the industry. One 
skilled employee operating the modern charging machine can 
stock six to eight furnaces which under the peel method required 
forty peel-handlers. Besides, the furnaces are now so large that 
it is doubtful whether under the old method the laborers could 
distribute the iron sufficiently well for good heating. Greater 
output was also made possible. Mr. James Gledhill, assistant 
superintendent of the American Iron and Steel Manufacturing 
Company, has stated: “The sole factor accounting for the increased 
output was the charging machine.” 
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The charging machine consists of a broad, electrically pro- 
pelled platform upon which the operator sits. This platform has 
projecting in front of it a long steel arm like a battering ram. The 
end of this, fitting into a steel box holding several tons of iron, 
picks up the box of stock, shoves it into the hearth, dumps it, and 
then withdraws from the furnace for a second box. The filled boxes 
are brought in on narrow-gauge cars which run on tracks parallel 
to the furnaces. The charging machine is also on wheels and is 
capable of operation at all the furnaces. 

Where pig iron is brought in a molten state directly from the 
blast furnace to the open hearth, it is carried in many small ladles 
and dumped into a huge 50-ton collecting ladle called a ‘‘ mixer.” 
The hot iron is then poured into the furnace by means of an electric 
crane. When this method of charging the furnace is employed, 
the number of workers on the charging floor is reduced to the mini- 
mum. Only one is required, and he the highly skilled operator of 
the overhead crane attached to the mixer. 

The production of gas occupies an important place in the opera- 
tion of the open hearth, for it is used for heating the furnace and 
metal. To produce gas, soft coal is burned in a thick, heavy fire, 
and the gas given off is collected. The coal clinkers badly, making 
constant poking necessary to keep the fire going. The old method 
of doing this was by means of long bars, and where a plant had 
eight or ten gas-producers eighteen or twenty laborers were required 
for this work and for filling the producers. Now this poking of the 
fuel may be done by the Frazer-Talbot and other mechanical pro- 
ducers. These are provided with steel arms which move up and 
down and prevent the formation of clinkers. The new method has 
reduced the number of laborers required. According to the 
assistant superintendent at Steelton only about a third of the 
former number are needed. Mr. Greenwalt at Lebanon states 
that ‘‘a great reduction has taken place—possibly 75 per cent less 
than what was formerly needed.” 

2. The pouring level—The charging and gas production take 
place on one side of the long row of furnaces. The pouring, casting, 
pit work, and handling of molds and slag occur on the opposite side. 
These operations require the pourer or ladleman, the nozzle-setter, 
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and the nozzle-setter helpers. The pourer has charge of the flow 
from the hearth into the ladles. He regulates the flow and takes 
care of the hot slag. The nozzle-setter has control of the tapping 
from the ladles into the molds. He is assisted by from four to as 
many as eighteen or twenty men. The platform upon which these 
men work is on a level with the tops of the molds. At pouring time 
the men on the ladleman’s platform must work with speed. They 
must work also with great care, for the handling of metal at liquid 
heat is dangerous under any circumstances. 

The only mechanical change on the pouring level is found in 
the partial substitution of overhead traveling cranes for stationary 
ramcranes. The ram crane hasa ladle attached toalongarm. In 
the pouring process the ladle is filled and the metal carried out by 
the long arm over the tops of the molds into which it is placed. 
When the traveling crane is employed, the ladle is filled at the 
“ripe”? furnace and then carried to the molds, where the ingots 
are made. The new method is an economy of labor. If many 
furnaces are ripe for tapping, the older method requires a large 
force. At Pencoyd, thirty-seven men were at work in the pouring 
process when two furnaces were being tapped. At Steelton, 
where the newest type of open hearths are in operation, only 
twelve men were engaged in this branch of the work. 

3. The ground or pit level—Possibly the greatest change in the 
open hearth affecting the welfare and safety of the laborers is 
found in the mechanical aides used in the work of the pitmen. 
Pitmen are those who tend to an endless amount of work in the 
way of preparing the molds for casting and in cleaning up after the 
casting or pouring has taken place. 

First of all, traveling cranes carrying steel boxes have dis- 
placed barrowmen in removing dirt and scrap. Moreover, they 
have reduced the necessary labor force of pitmen almost one-half. 

Secondly, the coming in of the thimble has eliminated a great 
deal of slag work. The thimble is a hot-pot, or ladle, shaped like a 
cone standing onits apex. It is very broad at the top (12 feet), and 
is kept near the “runner” of the hearth so as to catch the over- 
flow of steel and slag. The cranes also drain the dregs of the 
hot-pots into the thimble. When full, the thimble is carried 
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out by crane and then by locomotive. Formerly the overflow was 
allowed to run on the ground, and then after cooling was broken 
up by laborers with heavy sledges and treated as scrap. 

Thirdly, the introduction of molds placed upon cars has wrought 
a big change. It is necessary to describe in detail the different 
methods of handling the molds to see clearly the benefits from the 
newer method. 

Under the old method the steel was poured from the stationary 
crane into molds arranged in two or three semicircular rows in a 
pit near the ladle crane. Around the base of these molds the pit- 
men worked. When the steel had hardened sufficiently, the over- 
head crane, with its chains fastened to the lugs of the mold, stripped 
the mold from the ingot. If the mold stuck, the pitman took a 
heavy sledge and loosened it. Work among these hot molds was 
extremely dangerous. One superintendent asserted that more 
open-hearth accidents had happened to pitmen than to all other 
employees. All will remember the horrible accident at one steel 
plant where the dropping of a ladle buried three pitmen in molten 
metal. 

At Harrisburg, at Steelton, at Lebanon, at Lackawanna, at 
Bethlehem—in fact, in most plants—the molds are now placed 
on cars and as they are filled are drawn away by locomotives. 

Fourthly, the mechanical stripper has removed the men from the 
pit and the pit’s dangers. Instead of having pitmen fasten the 
crane chains to the molds, so as to strip the ingots, this gigantic 
machine, 35 feet in height, places its huge hand over the mold and 
tightly grasps it. As the mold is being lifted by this electric-power 
machine a plunger forces the ingot from the mold. Where eight 
or ten pitmen were constantly at work helping a crane to do strip- 
ping, the mechanical stripper operates with only one employee. 
The operator of the stripper is treated on the same basis as a crane- 
man, is paid the same wages, and has the same rank. Here is 
another instance where mental power has been substituted for 
physical strength. Skill is required to operate levers, not muscles 
to swing sledges. 

Thus the changes on the ground level have eliminated much of 
the ‘“‘common labor” and have greatly reduced the hazard. 
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4. The cranemen’s level—The traveling crane has had a marked 
influence in removing common unskilled labor from the steelmills. 
The carrying and lifting operations which have gone from muscles 
to mechanical power through the coming in of the crane is a shift 
which connotes a profound influence upon labor types. Most of 
the large and heavy processes of the modern open hearth are made 
possible on account of this change. The handling of the mixer 
described above, the carrying of ladles or “hot-pots’”’ from the 
furnace taps to the molds, the lifting of the molds themselves, and 
the handling of brick, sand, and slag in pit and repair work are 
all instances of large-scale processes coming with the crane. This 
of course means a going out of physical labor. Take as one instance 
the handling of the slag. ‘‘ What fifteen or twenty men formerly 
could haul away in a day by means of wheelbarrows is now carried 
away in two or three trips, by the use of cranes.” 

5. Miscellaneous outside labor.—We have finally to deal with 
the miscellaneous outside labor employed in the open-hearth 
process. When a ladle is emptied some of the steel is certain to 
remain and harden. This is dumped from the ladle and, from its 
shape, takes the name of a skull. Inasmuch as this is generally 
pure steel, it is valuable for remelting. An important outside 
operation found at all open hearths is the breaking of skulls so as 
to render them small enough to enter the furnace doors. 

When two open-hearth operators went to the Midland Steel 
Company as superintendents of the rolling-mills and open hearths, 
the first demand they made in the way of machinery was for a 
magnetic drop-ball apparatus and for a Hayward bucket, both to 
be used for cracking skulls and loading them upon cars to be 
taken to the charging floor. One of these men stated that ‘‘twenty 
to twenty-five ‘Hunkies’ had been employed to break up these 
skulls, at a cost of $30 to $35 a day in wages. With the magnet 
and ball all the steel skulls were broken and collected by four 
workers—two skilled men to operate the machinery and two 
laborers for helping.” 

The drop-ball is operated by attaching a metal plate to an 
overhead crane, the plate being so arranged that it can be power- 


fully magnetized. This plate then picks up a heavy iron ball 30 
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inches or so in diameter, and weighing over a ton, and lifts it toa 
height of 25 feet directly over a skull, after which the magnet is 
broken. With a thud the skull is shattered by the falling ball into 
six or eight pieces sufficiently small to enter the furnace door. The 
Hayward bucket is a mechanical shovel with large protruding 
teeth. This operates on a revolving electric crane and scoops up 
the steel pieces and places them on cars. 

Around every open hearth repairs to furnaces are in progress. 
Many workers, such as bricklayers, bricklayers’ helpers, and 
common laborers, are at work. The laborers clean out furnaces, 
clean brick, etc., while the bricklayers with their helpers construct 
new furnaces. It was impossible to get data for these employees 
because of the great variety and kind of work which they were 
doing and because their employment is usually by other depart- 
ments and not under the open-hearth control. 


Ill. EFFECT OF MECHANICAL EVOLUTION ON LABOR 


Having outlined the nature of the open-hearth process and the 
changes in the various types of work that have occurred, we may 
now inquire what effects these changes have had upon labor: first, 
upon the type of laborers required; secondly, upon the saving 
in labor power that is affected; and thirdly, upon wages. 

In general, one finds in the open hearth a reduction in the 
number of unskilled laborers required and an increased demand 
for skilled or semi-skilled workers. Mental control rather than 
physical power appears to be the main requisite. For instance, 
with the introduction of the charging machine the nature of the 
change in the type of labor required is stated by an official who was 
questioned on the matter as follows. Pointing to the small stature 
and light weight of an operator he said: ‘There is your answer; no 
muscle, no physical resistance; just sufficient skill and cleverness 
to operate six levers. Imagine such a little shrimp trying to handle 
a peel.” 

Similarly, with the introduction of cranes, especially electric 
cranes, the change in the type of labor needed was very marked. 
In every mill investigated the cranemen, save for exceptional 
instances, were native whites paid from 8 to ro cents an hour more 
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than common laborers. Not physical power, but skill and vigilance 
are demanded of cranemen. A wrong movement of a lever might 
easily spill tons of metal, topple ingots, or crush furnaces. If costly 
mistakes are to be avoided, eternal vigilance must be exercised. 
Accidently upset a wheelbarrow, and what does it matter ? 

With reference to wages it is impossible to present conclusive 
results, as the data are inadequate. In some occupations wages 
are on a time basis, in many the men are paid on a tonnage basis, 
while in others a combination of the two bases is used. However, 
there is some evidence, which is presented here for what it is worth. 
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Fic. 1.—Workers employed and labor costs in the open-hearth industry 


Under the old peel method, peel-chargers at Steelton, Penn- 
sylvania, were paid 13 cents an hour and at Harrisburg 15 cents 
an hour. Everywhere under this method the wages were about 
the same as those of unskilled laborers. But with the charging 
machines which replaced the peel method, at one plant today the 
operator is paid 273 cents an hour; at another 28} cents; and at 
two other plants 32 cents an hour. 

One superintendent has worked out a comparison of labor costs 
(Table I) and also the approximate outputs under the peel and 
under the charging-machine methods. He has included the 
necessary locomotive shifting crew in his estimates for the methods. 
While these figures for the peel method are only an approximation, 
it is believed that they are substantially correct. 
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TABLE I 
Method No. of Men | Rate of Wages |Total Wages Bill Output in Tons 
SREP ae PRE ee? 36 | Common labor then $72.00 go 
| 14 cents, now 20 
cents 
Charging machine 


and tracks...... 5 27 cents 13.50 600 


Charting these figures we obtain the result shown in Fig. 1. 

The estimates given in Table II indicate the importance of the 
change from the hand or sledge-breaking method to the drop-ball 
and bucket method. 




















TABLE II 
No. of Men *—> Wages per Hour 
Hand or sledge breaking................ 20 $36.00 $0.18 
Drop ball and bucket................... 4 9.10 0.223 





The estimate given in Table III, based on the experience of one 
employer, shows the total amount of labor required to operate an 
old and a modern furnace. The figures are for a 50-ton furnace 
for twenty-four hours, with twelve-hour shifts. 














TABLE III 
Oca Orgeage | Meda gon 

I i oaiv cassis boa acinsrs Hacewaes 2 2 
ee rere 4 4 
Bhetpers (00nd)... 6... occ ccees 8 8 
MO 55 lc din sds cea maimnsaaioe< 2 2 
eer re 2 2 
Nozzle-setter helpers.............. 6 6 
a, REE rrr ere reer 8 8 
Stockers, gasmen, and chargers... .. 38 10 
SR eee 32 14 
oe 14 | 4 
eee eee 26 | 4 

ES het nics odie eee 142 | 58 








The table also throws light upon the problem of the change in 
type of laborer which we were discussing above. If the table be 
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analyzed with a view to dividing the labor into skilled and unskilled, 
or, better, to divide the labor into that which is predominantly phys- 
ical and that which in the main is mental, the foregoing figures 
would give the results shown in Table IV. 











TABLE IV 
Type of Work Old New 
| | 
Mental control (skilled labor)...... 10 28 
Physical power (unskilled labor)... . 132 30 
DR ettrtesnweretwpereets 142 | 58 





Fig. 2 will perhaps show this change in a more impressive way. 

It should be noted that unskilled labor in the modern industry 
drops to less than one-fourth of the former requirement, while 
skilled workers increase with new machinery to approximately 
three times the number needed under the older methods. 


IV. TENDENCIES IN OTHER INDUSTRIES 


Having reviewed these detailed operations in the open-hearth 
industry, we may make a brief reference to some other industries 
in which much the same thing is witnessed. 

In the blast furnaces, for instance, where crude iron 
is made, the same tendency is found, though perhaps 
not so marked as in open hearths. The skip-hoist, 
larry-car, and dumping bin have removed the need of 
barrowmen, top-fillers, bottom-fillers, and hoistmen— 

all unskilled laborers. 
































Larrymen and larry- 
4 | sz | [io 7} 30 zB men helpers, who are 
Unekiled Skilled Unnkited Skilled either skilled or semi- 
OLp New . 
Fic. 2.—Changing labor types in the open-hearth skilled, now do the 


work, and where 
thirty men were for- 
merly needed, now only five workers are required. Again, in the 
casting of pig iron heavy, muscular men were found handling pig 
iron in the sand beds under the older methods. They were what 


industry. 

















MECHANICAL EVOLUTION AND LABOR TYPES 287 


Taylor called ‘‘gorilla men.” ‘Today a pig-casting machine has 
removed all of these crude and rough, unskilled laborers. 

The finishing mills of the steel industry—such as blooming, 
slab, rail, and merchant mills—all bear witness to approximately 
the same changes noted in the open hearth. Where in earlier 
times the rolling of steel bars, slabs, or rails was done with tongs 
and peels. by strong men who pulled and tugged at the hot metal, 
today one finds this same work performed by a movable electric 
platform operated by skilled workers throwing levers. Electric 
cranes in all these industries have removed much of the physical 
work of lifting and carrying." 


Vv. CONCLUSIONS 


In drawing definite conclusions regarding the effects that chan- 
ging machinery has upon labor in the steel industry we shall keep 
to the facts as found in the open-hearth studies. 

These facts are sufficient to drive home the importance and far- 
reaching influence that mechanical invention has upon the workers. 
Throughout the open-hearth plant are seen today new methods, 
new machinery, and old types of workers thrown into the discard. 
The industry is in constant flux, and everywhere this replacing 
process continues. Observations from data collected warrant the 
following conclusions: 

First, the open-hearth industry during the last forty years has 
introduced with accelerated speed mechanical processes. Within 


* Not in the steel industries only, but in other lines of production also, is this 
trend to be observed. Before me are the facts of the Kimberly Clark Paper Company, 
one of the largest paper-mills of our country. The employees are divided into those 
who operate machines and those who do non-mechanical work. The machine workers 
average approximately 40 per cent more in wages than the unskilled workers. Again, 
the labor turnover among the unskilled in this mill is six times that of the men operating 
machinery. Miss Mary Baker, the employment manager, has stated: ‘The unskilled 
worker is not a steady worker; he is never a careful worker. Those operating machines 
show an enthusiasm and interest for their work never found in the other group. I 
am pleased to see more machine work coming into the industry, for I believe it creates 
a feeling of responsibility and steadiness among the workers, thereby stabalizing the 
industry as a whole.” 

Besides the above industries noted, the writer has in process of compilation data 
from outside-construction firms, canning industries, and coal- and ore-loading com- 
panies. Already it is being seen that in these industries invention demands skill, 
care, and control which are not needed by those who work in non-mechanical pursuits. 
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this time have developed the charging machine, stripper, skull- 
cracker, and modern handling of ingot molds—all more or less 
machinery of tremendous size, complexity,and capacity; machinery 
whose operation in every single instance has displaced operations 
that were formerly carried on by hand. These. colossal machines 
today are operated by skilled hands who have displaced unskilled 
laborers who wheeled the barrow, slung the sledge, or heaved the 
heavy peel. 

Secondly, the new machiney calls for fewer workers in open- 
hearth production. A visitor at a modern plant is not surprised 
by the great number of workers, but rather by their comparative 
fewness. As one visitor to an open hearth in full operation ex- 
pressed it, ‘‘Don’t any people work in this factory ?” 

In other words, the mechanical inventions introduced require 
far less labor for carrying on specific operations. The charging 
machine has displaced thirty or thirty-five peel handlers; dis- 
placement by the other machines has been greater or less. This 
does not mean, however, that fewer men are working in the 
open hearths of the United States today than were employed in 
earlier times. The steel industry has grown and is still growing 
so rapidly that an increasing number of men is needed in the 
industry." 

The tendency toward relatively fewer men is but one step nearer 
efficient production. The situation is somewhat akin to Taylor’s 
ideal, ‘‘Higher wage with a lower labor cost’’—a condition bene- 
ficial both to employer and employees. 

Thirdly, the work has been made safer. The popular notion 
that greater machinery means more danger to workers finds no 
substantiation whatever in fact, as far as open-hearth occupations 
are concerned. Not more but fewer accidents have occurred with 
the coming of mechanical appliances. Very often machines such 
as the stripper, which does away with the need of pitmen, have 
displaced the dangerous occupations. One superintendent of 
open hearths claimed that the coming in of the mechanical methods 
* In 1870 approximately 27,500 workers were employed in the crude steel industry, 


while in 1909, 43,000 were working. Tonnage during this same period increased 
from approximately 2,000,000 tons to 35,000,000 tons. 
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has reduced accidents to pitmen at leas: 75 per cent. In this 
employer’s plant during one year when the old pit methods were in 
vogue, sixty-eight were injured, fourteen of them fatally. In the 
modern plant, in 1916, twenty-two injuries were recorded, one of 
which was fatal. In the open-hearth industry much of the danger- 
ous work has been done away with simply because the workers in 
the dangerous occupations are no longer needed. Machinery now 
does the work. 

Fourthly, the last consideration, and one of no small importance, 
is the changing type of man that comes with the new machinery. 
The results in the open hearth throughout show without question 
that a greater mentality and a more skilled worker is needed. 
Possibly one of the best tests of this change of mental types rests in 
terms of increased costs of error that come with the growth of 
machinery. In the open hearths studied one factor that stood out 
prominently was the costliness of mistakes likely to be made by 
workers. The costliness of error is in direct ratio to the increase 
in mechanical methods. As one superintendent put it, ‘One 
error in judgment on the part of the operator of a charging machine 
may so injure either the machine or furnace or both that as much as 
two or three weeks may be required to make needed repairs.” 
He was just as emphatic regarding the cranemen: ‘‘They must 
be exceedingly careful, working as they do at all times with molten 
metal over the heads of workers and near ingot molds that topple 
with a slight jar. Topple a ladle into the pit-floor and no end of 
cost and disaster result.” 

Mr. Magnus Alexander, who has been making extensive studies 
of labor turnover, tells us that the hiring and firing of a day laborer 
costs to the employer as much as $40. In one of the steel plants 
studied the superintendent asserted that to replace the loss of one 
employee operating one of the larger overhead cranes would, in his 
estimation, cost at least $750. He based his calculations on the 
great danger that ensues to both machinery and workers when a 
green man is put on the job. 

Facts in the open-hearth industry bear out Dr. Carroll D. 
Wright when he declares that muddled brains are in danger when 
working near complex machinery. The reader should also observe 
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that complex machines are in danger when muddled brains 
operate them. A more complex machine and a higher type 
of mentality on the part of the worker become the natural 
adjustment. 

The change, therefore, in open hearths is observed in mental 
control as against physical effort—a shift from muscular power 
to intellectual skill. The strong of body are no longer required. 
Keenness, carefulness, cautiousness, and mental alertness have 
become the requisites for success. 

CHARLES REITELL 

LAWRENCE COLLEGE 





THE PROBLEM OF THE TRANSCONTINENTAL RATE 
STRUCTURE 


The control and operation of the railroads of the United States 
by the federal government for the period of the war, and possibly 
longer, raises many interesting questions as to the principles that 
will in the future be adopted in the settlement of rate controversies 
between different cities and districts and in the general readjust- 
ment of rate structures that have grown up under competitive 
railroading. The questions of social policy involved in the 
development of a national rate structure are of great complexity 
and of great delicacy from a political point of view. One may 
almost say that if the government retains permanent control of 
the railroads the way in which it handles the problem of rate 
readjustments will largely determine the popular attitude toward 
the whole experiment. 

Among the many rate structures that have developed in the 
United States under the régime of private railroading none has 
been so much discussed in recent years as the transcontinental- 
rate structure. It may prove useful at this time, therefore, to 
present in brief compass the essential features of this interocean- 
rate system as it exists today. By transcontinental rates are 
meant rates between the territory east of the Rocky Mountains 
and the territory covered by the Transcontinental Freight Bureau, 
which extends from the Pacific east to Noria, New Mexico, 25 miles 
west of El Paso; Promontory Point, Utah, 25 miles west of Ogden; 
and Athol, Idaho, 40 miles east of Spokane. Thus these rates 
apply to the haul across the Rocky Mountains and the Great 
Basin. This territory is sparsely settled, has little local traffic, and 
expensive operating conditions, owing to steep grades, costly 
roadbed, heavy upkeep, and high fuel cost. Rates are therefore 
naturally high. The New York-—Chicago first-class rate is 90.6 
cents per 100 pounds for a basic distance of 920 miles (actual dis- 
tance via the Pennsylvania lines 909g miles); the Chicago-New 
Orleans rate is 110 cents for a distance of 920 miles; while the 
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Chicago—San Francisco rate is 340 cents for a distance of 2,277 miles. 
That is, for two and one-half times the New York—Chicago distance 
the rate is over three and one-half times as high. A high level of 
rates is to be expected and the shippers do not object to it. 

The complaint comes from the intermountain region, which 
objects to the violation of the distance principle and the discrimina- 
tion in favor of the Pacific Coast terminals, which have obtained 
lower rates on both east- and west-bound traffic. 

Under the amendment to the Interstate Commerce law passed 
in 1910 the Commission has full power to deal with this perplexing 
problem, as all violations of the distance principle must be by its 
express permission. In response to a request for such permission by 
the carriers the Commission in 1912 divided the eastern half of the 
country into zones from which the rates to intermediate points 
could exceed the rates to the Pacific Coast by only prescribed per- 
centages—o, 7,15,and 25. ‘The carriers, fearing that a raise in the 
coast rate would mean a loss of business, appealed the case to the 
courts, and in June, 1914, the Supreme Court upheld the Com- 
mission’s decision. About this time the Panama Canal was opened 
and this made water competition more severe. The carriers asked 
for additional relief on Schedule C commodities (coal, canned goods, 
dry goods, hardware, iron and steel, oil, paper, paint, etc.). The 
Commission granted this relief on these low-grade commodities 
whose rates did not exceed 75 cents carload, or 125 or 150 cents, 
according to class, less than carload, from the Missouri River 
to points at which vessels discharge goods. Rates to nearby or 
back-haul territory were graded according to distance from terminal, 
but should not exceed terminal rate plus 75 per cent of local rate 
to nearest terminal, and in any case should not exceed a certain 
maximum to intermediate points. This maximum to _ inter- 
mediate points (such as Phoenix, Arizona; Reno, Nevada; and 
Spokane, Washington) when the fourth section was violated was 
not to be over 75 cents carload from the Missouri River; and to 
this differentials from the eastern zones might be added as follows: 
15 cents from Chicago, 25 cents from Pittsburgh, and 35 cents from 
New York. And on less than carloads commodity rates should 
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not be over 172 cents on articles classified as first or second class 
from the Missouri River and 125 cents on articles classified third or 
fourth class. To this Missouri River rate, differentials of 25 cents, 
40 cents, and 55 cents from Chicago, Pittsburgh, and New York, 
respectively, could be added.’ 

When traffic through the Canal was interrupted in September, 
1915, the interior cities again complained against continuance of 
this special relief to the terminals; and after a hearing in April, 
1916, the Commission canceled this relief. The carriers then pub- 
lished increased rates; whereupon the shippers at the terminals 
protested against these higher terminal rates and the Commission 
suspended them until December 30, 1916. The carriers then with- 
drew these tariffs and filed in their places tariffs containing rates on 
Schedule C commodities both eastbound and westbound which 
were an advance of 10 cents on carload lots and 25 cents on less 
than carload lots. By special permission of the Commission these 
were allowed to go into effect December 30, 1916. 

But this did not dispose of the complaints of interior points, and 
after several hearings the Commission’s decision of June 30, 1917,? 
found that water competition was a negligible factor and rescinded 
permission to violate the distance principle on Schedules B and C 
commodities, westbound, and on barley, beans, canned goods, 
asphaltum, dried fruit, and wine, eastbound, from Pacific ports 
by rail and by water via Galveston. Articles not originating 
near the Atlantic Coast or not particularly affected by water 
competition are referred to as Schedule A items, and the Com- 
mission was of the opinion that many items in Schedule B should 
be transferred to Schedule A. It should be stated that items in 
Schedule A are entitled to no relief even when water competition 
is severe. 

It was left to the carriers to decide whether they would raise 
the terminal or lower the intermediate rates. But the Commission 
pointed out that rates on many articles to the Pacific Coast were 
unreasonably low when judged by car-mile and ton-mile earnings 
or by similar rates previously established by the Commission. 
Other rates are not unreasonably low, and in such cases there is 

t 34 I.C.C. 13, April 30, 1915. 246 I.C.C. 236-89. 
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at no time any excuse for charging higher (unreasonable) rates 
to intermediate points. 

The carriers have proposed tariffs canceling all less than car- 
load commodity rates to the Pacific Coast and increasing carload 
commodity rates on Schedule C commodities to equal the maximum 
on these commodities to intermediate points. Rates on Schedule B 
commodities are also adjusted by the proposed tariffs to comply 
with the long- and short-haul clause. The Pacific terminals and 
shippers making extensive use of less than carload commodity rates 
objected very strenuously to these proposed changes. The Com- 
mission suspended permission to file tariffs containing increased 
rates pending hearings, which were in progress when this was 
written. 

However, let us examine this rate structure as it exists at the 
present time. The eastern and central portions of the United 
States are divided into rate zones or groups. These zones 
are lettered A, B, C, D, E, F, G, H, and J. A extends west to 
Charleston, West Virginia, and Latrobe, Pennsylvania; B is the 
Pittsburgh zone; C includes western Ohio, Indiana, and the Bir- 
mingham, Alabama, district; D is the Chicago zone; E comprises 
territory adjacent to the Mississippi River. F is the Missouri 
River group. G includes western Kansas and Nebraska and 
eastern Colorado. H includes most of Texas and Oklahoma, while 
J is the Denver group. 

CLASS RATES 


Class rates to the Pacific Coast grade up with distance until 
the maximum rates are reached, beyond which they are blanketed. 
This is illustrated by Table I for the Chicago, Milwaukee & St. Paul 
Railway. 


TABLE I* 








Miles from Rates from A, | Rates from D, | Rates from F, 


To Stations - - ~~ - - 
eee Chicago New York Chicago Kansas City 





| | First Class First Class First Class 
Lind to Taunton, Wash... .|1,970 to 2,014 350 290 250 
Ellensburg, Wash..........| 2,078 | 305 328 288 
Cle Ellum, Wash 2,104 | 368 336 296 
Lavender, Washt 2,111 370 339 299 





* Rates are given in cents per 100 pounds. 
t Beyond this point blanket rates apply. 
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On the Southern Pacific from El] Paso to San Francisco rates 
are as given in Table II. 




















TABLE II 
To Stations | Miles from |Rates from A,|Rates from D,|Rates from F Rates from J, 
| New Orleans} New York Chicago Kansas City Denver 
: | First Class | First Class | First Class | First Class 
per ear | 1,280 308 250 200 185 
— is ure, I rere 1,340 335 275 234 210 
ee 1,390 335 275 245 210 
Dragoon to Maucopa.... 1,424-1,591 350 290 250 210 
OO ee 1,662 358 311 271 231 
MET co bcicsccann cacnts 1,756 368 338 2098 258 

















* Terminal rates apply the rest of ‘the way to California and Oregon points. _ iaeitiliaaaicealits 
Points in Oregon and Washington are divided into zones or 
rate groups. For class rates the territory in western Oregon and 
Washington constitutes index No. 1, while the eastern parts of 
these states together with a few points in Idaho make up index 
No. 4. Index No. 3 is made up principally of small non-agency 
stations near the coast, while points in British Columbia are desig- 
nated as index No. 2. Many individual stations have rates differ- 
ent from those applying to these main rate groups. Also rates 
apply only via definite gateways or routes, of which 226 are listed 
to the northwest. Table III gives an idea of class rates (western 
classification applying), given in cents per 100 pounds: 


TABLE III 








To Invex No. 1 To Invex No. 4 





| 
From Group | 





| First-Class Fifth-Class First-Class Fifth-Class 
| Rates Rates | Rates Rates 
ene 370 190 350 167 
_ eee | 360 185 320 157 
Red asaisaad 350 180 305 152 
_ eee | 340 175 | 280 147 
Mo assporrecdiata 330 168 280 143 
ere 300 160 250 133 
er 300 160 250 133 
_ | 340 175 eigaiea bike ae eRe aS 
| ee ree | 260 140 240 120 











Group H, constituting parts of Texas and Oklahoma, naturally 
takes higher rates than Group G (Kansas, Nebraska, Colorado, and 
Wyoming) to this territory. The New York and New England 
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rates are only 70 cents, or 23 per cent higher first class than rates 
from Kansas, although the latter is only one-half of the distance. 
The Denver rate is only $1.10, or 42 per cent less, for two-fifths of 
the distance to the Pacific Coast. To points in the Inland Empire’ 
rates from the Atlantic Coast are only 110 cents, or 46 per cent 
higher than from Denver, although the latter is only one-third of 
the distance. The rates to southern British Columbia are as a 
rule 5 cents higher than rates to terminals in Washington and 
Oregon. 

Class rates to California terminals are as follows: via central and 
southern gateways, first class from Zone A, 370 cents; B, 360 cents; 
C, 350 cents; D, 340 cents; E, 330 cents; F, 300 cents; G, 280 
cents; H, 280 cents; J, 260 cents. These rates from zones west to 
F are the same as to the northern Pacific points. Zones G, H, and 
J are so far west that the location of the destinations, north or 
south, makes a material difference. 

Interior points in this territory instead of being divided into 
groups or zones have individual rates quoted to them, but these 
rates grade up with distance as explained above. The first-class 
rate from New York to Reno is 140 cents, or 66.6 per cent higher 
than the rate from Denver, although the distance is 1,810 miles, 
or 160 per cent greater, from New York. The New York rate to 
Reno is 100 cents, or 40 per cent more than the Kansas City rate 
for a 66 per cent greater distance. The rate to Deming, New 
Mexico, is 308 cents from New York and 230 cents from New 
Orleans, an excess of 78 cents, or 34 per cent, for an excess distance 
of 1,369 miles. Gallup, New Mexico, is 2,279 miles from New York 
and the rate is 350 cents, first class. Gallup is 691 miles from 
Denver and 1,049 miles from Kansas City via the Santa Fe road 
and the rate is 172 cents from Denver and 250 cents from Kansas 
City. That is, the New York rate is only 103 per cent greater 
than the rate from Denver for a 240 per cent longer haul, and only 
40 per cent greater than from Kansas City for a 117 per cent 
longer haul. 

To Pacific Coast points taking terminal rates the rate from New 
York is 370 cents; the rate from Kansas City is 300 cents; and 


* Eastern Washington and Oregon. 
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the rate from Denver is 260 cents. The relative differences in these 
rates is shown by a comparison with the relative distances involved. 
From Denver to the coast is two-fifths of the distance from New 
York to the coast; while Kansas City is three-fifths of the dis- 
tance. This zone system is so wide in scope and the differentials 
in rates are so small that it savors of a blanket system. East- 
bound class rates are the same as west-bound class rates. 


COMMODITY RATES 


Commodity rates are not only the most important, but are the 
ones that cause most of the controversy, as it is for this class of 
traffic that the water carriers principally compete. Formerly not 
only the actual ports, but certain adjacent points, were given the 
same rates on the theory that the short rail-haul back should give 
them the benefits of water competition. But, as previously noted, 
the Commission in 1915 decided that only the actual ports should 
get the terminal rates when the distance principle was violated 
at intermediate points. This reduced the number of such points 
from 182 to the following 18: San Diego, Wilmington, East 
Wilmington, San Pedro, East San Pedro, San Francisco, and Oak- 
land, California; Portland and Astoria, Oregon; Tacoma, Seattle, 
Aberdeen, Hoquiam, Cosmopolis, Everett, Bellingham, and South 
Bellingham, Washington; and Vancouver, British Columbia. 
However, terminal rates are published to many small adjacent 
stations; for when a town can show that steamships coming from 
the Atlantic ports actually discharge freight there it is entitled 
to terminal rates." 

Commodity rates are constantly changing in one or more of the 
following details: actual rates, points to or from which they apply, 
articles to which applicable, minimum carload weights, gateways in 
or by which they apply, or in other details, so that the shipper must 
keep in constant touch with the tariffs and their supplements. 

Let us examine T.C.F.B.? westbound tariffs 4N and 1P effect- 
ive April 16, 1917. The first section of éach contains class rates. 

In section 2 of 4N destinations are divided into terminal, 
interior coast, Columbia River, and Spokane. For instance, the 


* See 34 I.C.C., 13. ? Transcontinental Freight Bureau. 
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rate on aluminum (minimum weight 20,000 pounds) is 165 cents per 
roo pounds to the terminals from all eastern zones except H; 
to interior coast points is 170 cents from A to E, inclusive, and 
165 cents from F, G, and J; to Columbia River points 206 cents 
from A, 190 cents from B and C, 177 cents from D and E, 165 cents 
from F, G, and J. Spokane-rate points take the same rates as 
Columbia River points. 

As a rule rates to intermediate points get lower as the distance of 
the point of origin from the Atlantic increases, while a flat rate 
from all eastern zones applies to the terminals. But there are many 
exceptions to this rule. Many rates to Pacific terminals are less 
from the interior eastern zones than from the Atlantic Coast, and 
many rates to the interior western points are blanketed with the 
Pacific terminal rates. 

Section 3 of each of these tariffs contains rates applicable on a 
limited list of commodities or articles—canned goods, dry goods, iron 
and steel, hardware and machinery, coffee, earthenware, leather, 
liquors, oils, named chemicals, paint, paper, soap, twine, and a 
few other articles. These are articles that may easily move by 
water, and being highly competitive, the railroads in normal times 
must quote their lowest rates on them. It is these articles that 
have caused much of the recent controversy. Destinations in 
4N are classified as terminal, interior coast, and maximum, and in 
1P as terminal, intermediate, note 1, and Goldfield. Applying to 
special articles the rates are generally lower; according to the 
Commission’s order, there is less variation from eastern zones to 
interior points. Thus the rate on green coffee is go cents from all 
eastern zones to northern Pacific terminals. 

On steel billets (minimum weight 80,000 pounds) rates are as 
follows: to terminals, 75 cents from zones A, B, and C, 65 cents 
from D, E, F, and G, and 50 cents from J; to interior coast points, 
80 cents from A, B, and C (1¢ cents over Missouri River), 70 cents 
from D, E, F, and G, and §5 cents from J; to maximum-rate points, 
110 cents from A, too cents from B and C, go cents from E, 75 cents 
from F, G, and J. That is, interior coast points are 5 cents and 
Inland Empire points 35 cents over the terminals from Johnstown 
and Philadelphia, which is the full differential over the Missouri 
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rate allowed by the Interstate Commerce Commission. To illus- 
trate the variations in such rates let us look at the terminal rates 
on pipe. On cast-iron pipe (minimum weight 40,000 pounds), the 
rate is 75 cents from A to G, inclusive, and 65 centsfrom J. But on 
a minimum of 60,000 pounds the rate is 75 cents from A, B, and C, 
65 cents from D, E, F, and G, and 55 cents from J. On wrought- 
iron or steel pipe (minimum weight 40,000 pounds) the rate is 75 
cents from all zones, but on 80,000 pounds the minimum rate is 75 
cents from A, B, and C and 65 cents from other zones, thus giving 
Chicago an advantage over Pittsburgh. 

Sacramento, Stockton, San Jose, and Berkeley, California; 
Promontory Point, Utah; Reno, Nevada; Deming, New Mexico; 
and Bisbee, Phoenix, and Tucson, Arizona, are representative 
points taking intermediate commodity rates, which are higher 
than terminal rates as illustrated in Table IV. 

















TABLE IV* 
Rates From New York} Rates From CHICAGO RATES From Missouri 
CommopitTy 
Terminal — Terminal a. Terminal a 
Agricultural imple- 
ments 24,000 Ibs... 125 156 125 134 125 125 
pe ees Pree 55 55 55 55 
Canned goods, 
60,000 Ihs....... 85 IIo 85 go 85 85 
Structural steel, 
60,000 Ibs. ...... 75 IIo 65 go 65 75 
Steel billets, 80,000 
Re 75 110 65 go 5° 75 
Print paper, 40,000 
er eer 85 110 85 go 85 85 
Soap, 40,000 lbs... . fore) IIS go 95 go go 
Dry goods,40,000 lbs. 100 125 100 105 100 100 
Portland cement, 
ee reer phate euiack 55 55 5° 50 























* Rates given in cents per 100 pounds. 


From the Missouri River the distance principle is violated on 
structural steel and steel billets; the intermediate rate is the 75 
cents allowed by the Commission and the New York intermediate 
rate the full 35 cents differential. On the other commodities 














300 JOURNAL OF POLITICAL ECONOMY 


included in Table IV the distance principle is not violated from the 
Missouri River, and on most of them the New York intermediate 
rate is 25 cents over the Missouri River intermediate rate. 

Not only are terminal rates blanketed on many articles from a 
territory extending from Maine to Colorado, but intermediate 
commodity rates are blanketed to a wide territory, covering points 
as far west as Sacramento and Berkeley and as far east as Deming, 
New Mexico, and Promontory Point, Utah, but section 5 of 1P 
contains special commodity rates to named points in Arizona, 
New Mexico, and California and gives these sections lower rates 
from adjacent territory to the east. 

Among the lowest rates quoted in these tariffs is the rate of 65 
cents from Chicago and 75 cents from zones A, B, and C on certain 
classes of iron and steel goods; 53.5 cents on steel rails from the 
Birmingham, Alabama, district; 50 cents on iron balls from D, E, 
F, G, and J, to named points in Idaho and Washington; and 50 
cents on brick or clay products from D, E, and F to Bend, Oregon. 

The lowest rate between the point of origin and destination 
quoted in any of these sections applies, or if a combination using 
arbitraries is lower it is used. Or if a combination of locals (i.e., 
on the Missouri River) defeating the through rate can be found it 
can be used under special rule of the Commission. Such a con- 
dition is not intended, but in the complexities of the many local and 
through tariffs it sometimes results and is used by the shipper who 
is wise enough to find it. 

Stations on branch lines as a rule are not included in these 
blanket rates, but pay the through rate to the junction point plus 
the local or pay the terminal rate plus the arbitrary. 

However, this perplexing problem is not settled. When the 
war ends and the world’s tonnage is replaced until it is adequate 
for the commerce existing at that time, canal vessels will again 
compete for this traffic and, assuming private management, the 
railroads will again have to ask for relief, i.e., permission to lower 
terminal rates on many commodities. Just how long this situation 
will continue is impossible to say. It may be one, three, or five 
years or even longer. The advantage of the intermountain terri- 
tory may be of short duration. The Commission, however, states 
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that these intermediate rates should not vary, but the terminal 
rates should be the ones to change. That is, intermediate rates 
should be fair per se, while the strength of water competition should 
determine the amount of relief granted the carriers on terminal 
rates. 

This is a very close case, but the Commission decided in favor 
of the intermountain region and the enforcement of the long- and 
short-haul on the ground that the case should be decided according 
to evidence of conditions existing at the time. What changes in the 
theory of just rates will result in the event of permanent govern- 
ment operation? It will be interesting, indeed, to observe what 


the future has in store. 


PAauL D. CONVERSE 
UNIVERSITY OF PITTSBURGH 














NOTES 


EMERGENCY FINANCIAL MEASURES OF JAPAN 


When Sir Henry S. Maine called the Russian tongue ‘‘an unfortunate 
veil of language,” he uttered a truth the poignancy of which is particu- 
larly felt by the Japanese people. With the almost insuperable barrier 
of an unfamiliar language hindering the speedy and correct exchange of 
ideas, the action of the imperial government of Japan is often greatly 
misunderstood. I welcome, therefore, an opportunity to publish in 
English a few facts concerning the financial measures which the Japanese 
government has found it necessary to take in self-protection during the 
present war—facts which, in the light of somewhat similar action on the 
part of the United States, may not be wholly without significance. It 
is not the purpose of this discussion to describe in any detail the condi- 
tion of government finance before the outbreak of the war nor the 
vicissitudes of business life which followed shortly after. Since these 
matters have already been treated,’ only such emergency steps as Japan 
was forced to take in connection with war finance will be considered. 

At the outset certain limitations must be acknowledged. The huge 
bulk of legislation during the war period, the rapidity with which 
measures have been passed, and the almost impossibility of pausing 
for a moment to analyze in minutiae that which has become law— 
these factors, combined with the abnormal condition of the mail service 
between America and the Orient, have caused an extreme scarcity of 
literature upon the subject and have restricted the sources of information 
largely to fragmentary newspaper items received at irregular periods 
from Japan. Possibly, however, even such evidence may lead to a new 
point of vantage and enable us to view, however imperfectly, the com- 
parative actions of the two border nations of the Pacific in the field of 
government finance. 

Effect of war upon taxation.—Japan has been at war more than three 
years; America less than one year. Nevertheless, the intensity of 
purpose displayed by America has caused her to meet, within that short 
interval, expenditures so gigantic that what was once financial imagina- 
tion is now the tangible, the actual. With the “first” and “second” 

* Dr. Juichi Soeda, Journal of Political Economy, September, 1916. 
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Liberty Loans, America added within a single year to a previous total 
debt of only one billion dollars the huge sum of five billion dollars. 
Additional taxes were also necessary, and by increasing the rates of the 
old taxes and creating new taxes the American people in the present 
fiscal year will pay to the federal government a record total of taxes of 
approximately two and one-half billion dollars. 

In providing for this increased tax levy the revolution of the federal 
tax system was a necessary by-product; and, although increased burdens 
are by no means welcome, the procedure which the United States has 
adopted toward collecting these vast sums should win the approval of 
students of finance like Professor Adams, who has long been urging the 
“separation of the sources of revenue corresponding to the separation of 
public duties assigned to the several varying grades of government.” 
With the exception of the centralizing tendency which has manifested 
itself in these war levies, the American financial philosophy has been 
assuredly decentralizing; or, expressed more concretely, the local tax 
province has been unduly widened at the expense of what should be 
federal tax territory. Using the somewhat technical terms of “direct”’ 
and “indirect” taxes, and taxes on “‘acts” and “transactions,” it can 
be said that the federal tax system before the war, with the exception of 
the corporation tax, was built to collect from one source, indirect taxa- 
tion. It is manifest, of course, that this phenomenon is due primarily 
to the American political philosophy which was clearly expressed in the 
Constitution and subsequent judicial interpretation. The interesting 
things to note are these: the passage of an “Act to reduce the tariff 
duties and to provide revenue for government, and for other purposes,” 
on October 3, 1913, gave the federal government a direct tax under the 
name of the “individual income tax’’; with a series of taxes which became 
law in October, 1914, a tax was placed on “acts”; and with the more 
recent “Act to provide revenue to defray war expenses, and for other 
purposes,” on September 28, 1917, the “doctoring”’ process is somewhat 
complete, and the time-honored inconsistency and anachronism of the 
federal tax system has been remedied. Indeed, it is now possible to 
say that not only have the sources of income been tapped by the federal 
government, but, what may in the long run be equally significant, that 
the war has brought about a complete readjustment of the national tax 
system of America. 

In sharp contrast with the foregoing action of the United States is 
the fact that Japan was not compelled to adopt such legislation. In the 
fiscal year of 1916-17 the government was called upon to face an 
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expenditure of 590 million yen. This sum, compared with the figures of 
the preceding year, could not be called abnormal, and although to this 
sum must be added an emergency sum of 200 million yen expended for 
war purposes, it has been found possible to meet the larger part of this 
additional expense by applying “treasury surplus.” It is true that 
the imperial government of Japan promised Parliament that steps would 
be taken to introduce an excess war profit tax in the next session, but, 
judging from the amount of probable revenue, 20 million yen, the con- 
trast is not appreciably impaired. No special measures such as an 
increase in the rates of taxes, the creation of new taxes, or the issuance 
of a public war loan, were required. 

The rise of Japan as an international creditor nation.—The prodigious 
increase in the foreign trade of the United States and the problems 
incident to the control of international financial operations are matters 
of common knowledge. Japan has experienced similar happenings. 
From the latter part of 1915 up to the present time the foreign trade 
has been constantly growing. The exportation of war materials to the 
European allies, the urgent demand for her manufactures in India, 
China, and Australia, the shipping of unusual quantities of raw silk 
to America—all these factors have stimulated her industrial life. The 
immediate result, even in the face of a great increase in the importation of 
iron bars, steel, cotton, and wool, was an enormous excess of exports over 
imports. The gold reserve held by the Bank of Japan and the imperial 
government at home and abroad was shortly augmented to upward of 
one billion yen, an increase of 180 per cent over the amount held before 
the outbreak of the war. Naturally Japan at once started to redeem 
public debts, both national and municipal, which had been issued in 
foreign markets, and this policy has been strenuously followed out, 
assisted by the so-called “mobilization of securities’? which was under- 
taken by English and French bankers soon after the war started. 

Thus it seems that both America and Japan have followed a some- 
what common path, and today the Japanese may claim, on a somewhat 
less extensive scale, the position of an international creditor nation—the 
position in which Uncle Sam has but recently made himself secure. 

Stabilizing foreign exchange.—As a means of stabilizing the inter- 
national exchanges the United States found it necessary to inaugurate 
the “gold exchange fund”’ under the co-operation of the clearing-house 
associations and the Federal Reserve Board. At first glance there may 
seem to be no analogous institution in Japan. Yet, as far as functioning 
is concerned, the long-discussed and time-honored system of “specie 
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abroad”’ furnishes a fitting counterpart. Even amid the clamor of 
the great economical and financial crisis in the early autumn of 1g15, 
since the comparatively large credit held by the Bank of Japan and the 
Yokohama Specie Bank with London and New York bankers had been 
wisely used, it was possible to draw foreign bills up to the amount needed 
and thereby effectively regulate the course of foreign exchange. 

Cotton loan fund and war-risk insurance.—Scarcely less important 
than the action taken by the United States to stabilize foreign exchange 
were the steps taken in the creation of the cotton loan fund and the war- 
risk insurance, the operation of which commenced as early as September, 
1914. To meet a somewhat similar situation, a chartered company 
was created under the initiative of the government of Japan, with the 
exclusive purpose of purchasing raw silk when that commodity fell 
below a specified price, and in September, 1915, the imperial government 
started a war-risk insurance business, providing that 80 per cent of 
the war risk paid by insurance companies against Japanese ships or 
cargoes, or any goods imported or exported on board foreign ships, was 
to be refunded by the government. 

Trading with the enemy.—Again, when the United States in 1917 
passed the federal law known as the “trading with the enemy act,’’ the 
President was given power to prohibit the American people from trading 
with enemy nations as well as with neutral nations whose commerce was 
with enemy nations. In Japan like power was given to the executive 
authorities by Parliament as early as 1915, and the Imperial Department 
of Agriculture and Commerce became busily engaged in drawing up a 
blacklist. Similarly, the regulation known as Zahlungsverbot, or the 
prohibition of payment to enemy nations, is worthy of mention. This 
measure was not taken legally and explicitly by either the American or 
Japanese governments, but there is no doubt that it has been carried out 
in practice by both. 

Control over gold and silver shipments.—Finally, mention should be 
made of the step taken by Japan in August, 1917, which finds its counter- 
part in the law passed by the United States in September, 1917, to pro- 
hibit or restrict the exportation of gold coin and gold bullion as well as 
silver coin and silver bullion. In an ordinance proclaimed by the 
Imperial Secretary of the Treasury of Japan on that date, measures 
were taken to restrict and, if necessary, to prohibit the exportation of 
gold and silver, irrespective of their bullion or coin form. If the following 
circumstances are considered, the policy may be amply justified: (1) the 
unique and only available supply of gold, the United States, was then 
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about to restrict greatly, if not actually to prohibit, the shipment of gold; 
(2) the market price of silver had risen to as much as fifty cents per ounce, 
quoted at London; (3) the Chinese exchange was declining; (4) the 
supply of silver from Mexico and the United States was virtually stopped. 
The action of the American government in prohibiting or restricting the 
exportation of gold is justified by the necessity of mobilizing the gold 
reserves that she may stand firmly under the financial strain of the war 
and post-war period; but the hoarding of silver seems somewhat 
anachronistic when we consider that the difference between the bullion 
value and the face value of the American silver token-coins is far greater 
than that of the Japanese, and that America is holding a substantial 
proportion of the silver supply. Indeed, it might be better for the 
United States to dispose of a part of her silver at the present high market 
value, even though Japan must guard her somewhat limited supply. 

High cost of living and price control—The enormous importations of 
specie resulted in greatly augmenting the gold reserve in Japanese 
banks. Moreover, the circulation of the Bank of Japan has continu- 
ously increased until on the last day of August, 1917, there were out- 
standing in notes the unprecedented total of 670 million yen. While 
a large circulation of bank notes is by no means welcome, it is interest- 
ing to observe that all these notes are issued against gold. Not only is 
there not a single note issue uncovered, but the circulation against 
eligible commercial paper has completely disappeared. This enlarge- 
ment of the circulating medium, aided by the heavy demand for goods 
and staples, naturally ushered in a period of great industrial activity 
and of rising prices. While there was a general increase in the wages 
of factory hands, prices have increased even more, and Japan has its 
acute problem of the high cost of living. The Imperial Department of 
Agriculture and Commerce has already issued an ordinance regulating 
certain prices, and more legislation in this field will probably follow in 
the near future. 

Conclusion.—This comparison of measures might be carried into 
greater detail, but one thing is at least evident from this limited considera- 
tion. Although there is the traditional feeling that the East is East and 
the West is West, and although distance, language, and custom have 
served in the past to perpetuate this idea, there is constantly occurring 
a leveling-up process which is doubtless intensified in time of war. 
The financial steps taken by the imperial government of Japan have 
much in common with those of the United States; the reaction of the 
Japanese people to a given situation is not greatly unlike that of the 
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American. Thus, quite apart from political understanding such as was 
manifested in the Ishii-Lansing agreement, the “consciousness of differ- 
ence’’ must in time be displaced, to use Professor Giddings’ phrase, by 


a “‘consciousness of kind.” 
SAICHIRO TAKASHIMA 
URBANA, ILL. 


WASHINGTON NOTES 


GOVERNMENT CONTROL OF TRANSPORTATION 


The Administration’s program for the operation of the transporta- 
tion system of the country and for the payment of its owners has now 
taken definite form in bills reported by committees in both houses of 
Congress (S. 3752 and H.R. 968s). 

The two bills are substantially similar and their objects may be 
stated as follows: First, to confer authority upon the President to make 
agreements with railway companies touching compensation which the 
government shall pay or guarantee for the use of the property during 
the period of government possession and operation; for its maintenance 
in the meanwhile; and for its return at the end of the period in as good 
condition as when taken; Secondly, to provide a method and tribunal 
for the determination of the just compensation for the use of the prop- 
erty in the event the President and any railway company are unable to 
agree with respect to compensation; Thirdly, to provide for such addi- 
tions, betterments, or extensions as may be necessary in order to make 
any given railway property adequate for the needs of the war, and, 
incidentally, to create a fund out of which the expenditures for such 
additions, betterments, or extensions can be paid; Fourthly, to declare 
where the rate-making power for general commerce shall rest during the 
time of government possession, control, and operation; Fifthly, to fix 
the period of government possession, control, and operation. 

The House bill, while differing somewhat from that of the Senate, 
contains the essential elements of the plan ultimately to be put into 
effect. Section 1 authorizes the President to agree with the carriers 
whose property has been taken over that, during the period of federal 
control, each carrier may receive as just compensation—in lieu of all 
rights arising under due process of law—an annual sum not exceeding 
its average annual railway operating income for the three years ended 
June 30, 1917, plus a return at a rate to be fixed by the President upon the 
cost of additional facilities made during the last six months of 1917, the 
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amount of such net earnings and the cost of such additional facilities to 
be determined by the Interstate Commerce Commission and certified to 
the President. 

Section 2 provides that in case the agreement provided for in sec. 1 
is not made the President shall be authorized to pay not exceeding go 
per cent of the estimated amount of just compensation. 

Section 3 provides easily available facilities safeguarding the consti- 
tutional rights of owners to have their just compensation determined by 
due process of law. It also furnishes another opportunity for settlement 
of cases which may not be satisfactorily disposed of by agreement in 
accordance with the standard return, or under the special power of sec. 1. 

Section 4 provides that the agreed or ascertained just compensation 
may be increased during federal control by an amount reckoned at a 
reasonable rate per centum, to be fixed by the President upon the cost 
of additions made while the government is in possession of the roads. 

The main purpose of sec. 5 is to give stability to our financial con- 
ditions. From the standard return the railroad companies may without 
permission pay their regular dividends. Conceivably it may be desirable 
that some of the prosperous carriers should be permitted to increase 
somewhat their regular dividends; if so the President’s prior approval 
must be obtained. Non-dividend payers or irregular dividend payers, 
whose standard or ascertained return warrants the payment of divi- 
dends, may with the President’s permission be put into the dividend- 
paying class at such rate as the President may determine. 

Section 6 provides for a revolving fund to be made up from an initial 
appropriation of $500,000,000, together with any excess earnings of any 
of the carriers. This fund is to be available to the President for the 
purpose of paying the expenses of federal control, supplying any deficit 
in the just compensation accruing to any carrier, and te provide for 
rolling stock and terminals, to be used and accounted for as the President 
may direct, and to be disposed of as Congress may hereafter by law 
provide. This plan contemplates that engines, cars, and perhaps ter- 
minals, shall be purchased or constructed by, and will belong to, the 
United States. 

Section 7 provides for financing the maturities of carriers during the 
period of federal control. It authorizes the President to purchase for 
the United States, at prices not exceeding par, any securities issued by 
the railroads approved by him as consistent with the public interest. 
Such securities may be sold without loss to the Treasury whenever the 
President deems it desirable, the proceeds of such sale to go back into 
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the revolving fund. The estimates of the maturities for the next four 
years are as follows: 


MO ax Satins aw eu amen $182,606,528 
WN A sandy tisionccs, dit alanine een 188,213,052 
Moet ies astssdecsti ag ntdiaea ch aera 186,526,253 
RI hg od srave Basyacg naecnieenecne emeeaee 440,905,528 


Section 8 provides in general terms that the President may execute 
his powers with relation to the federal control through such agencies as 
he may determine and fix the reasonable compensation for services ren- 
dered in connection therewith. He may also use the personnel and 
facilities of the Interstate Commerce Commission and all other govern- 
mental bodies. 

Section 9 is simply to the effect that nothing contained in this act 
shall be deemed to restrict the powers heretofore given to the President 
to take possession and assume control of any and all systems of trans- 
portation. It also provides that this act shall apply to any carriers to 
which federal control may be hereafter extended. 

Section 10 provides that so far as not inconsistent with federal control 
each of the carriers shall remain subject to all laws and liabilities whether 
arising under statutes or at common law. 

Section 13 provides that the federal control shall continue not to 
exceed eighteen months after the declaration of peace. It is possible 
that certain conditions may arise from federal control which will need 
adjustment before the properties are returned to their owners, and a 
reasonable period is therefore allowed to intervene in which these con- 
ditions may be met and adjusted. 

It may be that the nation will be unwilling to return to the condi- 
tions obtaining before the assumption of federal control. In this event 
legislation may be demanded radically changing the relation of the 
government to the railroads from that now existing in the interstate 
commerce act as amended. 


NEW PLAN OF INTERIM WAR FINANCING 


A new plan of interim war financing was announced by the Secretary 
of the Treasury on February 7, when Mr. McAdoo made public the 
fact that he had offered through Federal Reserve banks an issue of $500,- 
000,000 of certificates of indebtedness to mature on May g, 1918, at par, 
bearing 4 per cent interest from the date of his announcement. In 
connection with this offer the Secretary of the Treasury addressed a 
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telegram to all national and state banking institutions, approximately 
twenty-five thousand in number, inviting each as a matter of patriotic 
duty to set aside each week about 1 per cent of its gross resources, and 
to place that amount at the disposal of the government by investing it in 
certificates of indebtedness as the latter might be offered from time to 
time. 

It was further announced that these offers would be made at intervals 
of about two weeks, the expectation being that if each bank should do 
its share a maximum of to per cent of the gross resources of the banks, 
or approximately $3,000,000,000, would be raised between the date of the 
announcement and the next Liberty Loan. 

It is interesting to note in connection with this offer that in anticipa- 
tion of the first and second Liberty Loans the Treasury Department 
placed $3,358,000,000 of certificates, which were liquidated by the sub- 
sequent Liberty Bonds when issued. 

Subscription books for the first $500,000,000 worth of treasury certifi- 
cates were immediately opened upon the same general terms and condi- 
tions as in the case of past issues of certificates. On February 21 the 
Secretary was able to announce that this entire issue had been sub- 
scribed and that this was due to the action of the larger banks in financial 
centers, notably New York, in taking more than their share of the issue 
and thus making up the deficiency which arose from the failure of other 
banks to respond to the request which was made of them. Only two 
districts, New York and Kansas City, exceeded their allotment and one, 
Minneapolis, equaled its allotment. The amount of subscriptions from 
the country at large was disappointing. This may be partly due to the 
fact that some banks had only a short interval within which to accumu- 
late funds for investment in Treasury certificates and partly because 
some subscribed on the basis of 1 per cent of their resources, not under- 
standing that the request to set aside 1 per cent a week carried with it 
the request to subscribe for an amount equal to at least 2 per cent of 
their resources for each bi-weekly issue of certificates. No doubt this 
error will not be repeated and the banks will subscribe at least 2 per cent 
of their resources for the next issue. 

It is to be borne in mind that the program of setting aside 1 per cent 
a week and subscribing 2 per cent for each issue is a minimum program; 
that there must be some banks and trust companies which cannot meet 
even this program and others which can do much more than the mini- 
mum. A great many banks and trust companies have undoubtedly 
subscribed for certificates in excess of the indicated minimum. 
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While the new method of interim financing does not technically 
change the basis of financing heretofore adopted, it is significant in two 
ways. In the first place it now practically makes it a public duty of 
the banks of the country to purchase interim certificates in proportion 
to resources; while in the second place it manifestly lengthens the 
period between Liberty Loans during which the banks are called upon 
to carry the necessities of the government pending the placing of new 
issues of bonds for the purpose of funding the certificates of indebtedness. 
The adoption of the new plan offers a number of arguments in its favor. 
Certain obvious considerations must be given weight in opposition to it. 


A “SURVEY”? OF SUGAR 


The first results of the inclusive “food survey” authorized and 
appropriated for by Congress at the time when the Food Administration 
was created are now in hand and have just been published by the Depart- 
ment of Agriculture as “Circular 96, 1917.”” This study is of consider- 
able interest, not merely for its content, which is of some significance, but 
because of the fact that the survey has been made in a different way and 
with methods different from those employed in the ordinary government 
inquiry. 

What has been sought has been to show the actual distribution of 
sugar between different classes of holders on a designated date—in this 
case August 31, 1917. On the basis of the returns from the survey it is 
estimated that the stocks of sugar in commercial channels on August 31, 
1917, were about 1,500,000,000 pounds as compared with 2,000,000,000 
pounds on August 31, 1916. The amount shown for 1917 would repre- 
sent about a nine weeks’ supply for the country and that for 1916 a 
twelve weeks’ supply. The volume of sugar in various channels of 
trade shown by the inventories for 1917 and 1916, taken in connection 
with the net available supply for 1917, makes it possible to determine 
the amount of sugar actually consumed in 1917. The amount thus 
consumed was approximately 9,100,000,000 pounds, or 88.3 pounds 
per capita. 

In the absence of inventory figures for August 31, 1915, it is not 
possible similarly to determine the amount consumed in 1916. However, 
approximate figures can be given for the average annual consumption 
of the five-year period ending in 1916. This average amounts to 8,300,- 
000,000 pounds or 84.7 pounds per capita. It is thus apparent that 
there has been a considerable increase in the consumption of sugar. 
This increase is due in part to increased manufacture for export of 
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commodities like condensed milk, in which sugar is an important ingre- 
dient, and to the increased use of sugar in canning. It is probably due 
in larger measure to the normal increase in the population of the country, 
coupled with an increased per capita consumption of sugar, and to an 
increase in consumers’ stocks. The results of the survey show that the 
stocks of sugar reported for August 31, 1917, were much farther advanced 
on their way from producer to consumer than those reported for 1916. 
The stocks reported for 1917 by sugar mills and refineries and by storage 
concerns were very much smaller than the stocks reported for 1916; but 
the 1917 stocks of the important classes designated as large users of sugar 
were uniformly larger than their 1916 stocks. 

On the whole the survey seems to show that while there had been no 
“economy” in the per capita consumption of sugar this growth in 
per capita consumption indicated a growth in the power to export and 
feed others through the production of manufactured articles, while the 
shortage of the past winter was not due to shortage in the ordinary sense 
of that term but rather to faulty distribution, much of the regular 
supply being kept at the refining and importing points and shipped only 
to meet the requirements of current consumption as these develop 
themselves from time to time. 
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Household Manufactures in the United States, 1640-1860: A Study 
in Industrial History. By Rotta M. Tryon. Chicago: The 
University of Chicago Press, 1917. Pp. xiit+413. $2.00. 

By the publication of this volume Professor Tryon has filled a gap in 
the industrial history of the United States, and especially in the history 
of manufactures. The field which he essays to cover had hitherto been 
neglected, the writers on manufactures usually interpreting that word 
in the popular rather than in the etymological meaning. The phrase 
“household manufactures” in Professor Tryon’s book is defined to 
include only those articles made in the home or on the plantation by 
members of the family or plantation from raw material produced largely 
on the farm where the manufacturing was done. It does not include 
articles produced under the handicraft, shop, mill, or factory systems, 
each of which marks a subsequent stage in the development of manu- 
factures in the United States. 

As to the importance of this subject during the period covered there 
can be no question. The following quotation does not overstate its 
claims for consideration: “It is certainly no exaggeration to say that 
civilization could not have been maintained in sections of the New 
England and middle states during the colonial period, and on the frontier 
everywhere for several years after the appearance of the first settlement, 
without the system of household manufactures.” 

The task of collecting and winnowing the material and of assembling 
and interpreting it has been well done by the author. A clear picture 
is given of the characteristics of household manufactures, their place 
in the domestic economy, and their value in supplying the needs of the 
people. During the colonial period they were pursued from necessity 
and were local in scope. After 1765 they were definitely and purposely 
developed as a method of resistance to England’s colonial policy. This 
development continued throughout the Revolution, suffered a sharp 
decline after the declaration of peace, but was revived again about 1790 
and continued until our industrial independence was assured and the 
household manufactures were supplanted by the factory system. 

One criticism may be made at this point. The author has failed 
to note a period of decline between about 1794 and 1807, during which the 
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profits of agriculture and commerce diverted the energies of the people 
from manufactures to those pursuits. After the embargo renewed 
impetus was given to manufacturing. But it is a mistake to treat the 
whole period from 1790 to 1810 asaunit. It is also questionable whether 
it was necessary to print almost one hundred pages of tables containing 
the results of the censuses of 1810, 1840, 1850, and 1860, especially as 
only slight reference is made to them in the text. 

The study is a careful, able, and scholarly piece of work, which supple- 
ments admirably the recent History of Manufactures by Victor S. Clark. 
The further work to be done in this field must now consist of more inten- 
sive studies of particular industries, of which there exist already a few 
excellent ones, or of particular localities and periods. It is to be hoped 
Professor Tryon may find opportunity to exploit this field still further. 

E. L. BoGart 


UNIVERSITY OF ILLINOIS 


The Food Problem. By VERNON KELLOGG and ALONZO E. TAYLOR. 
New York: Macmillan, 1917. 8vo, pp. 212. Price $1.25 net. 
It is difficult to think of a contribution to the literature of the war 
which, if well done, would prove more timely and valuable than a dis- 
cussion of “the food problem.” We all know that food must be saved, 


but amid the conflicting industrial and military tendencies about us the 
“what,” the “why,” and the “how” of saving present to the layman 
many enigmas. Not all of us as yet realize that saving is a matter of 
production as well as of consumption, and that our limited agricultural 
resources must be used in the production of the highest food value. An 
adequate treatment of the whole matter in its manifold aspects, pre- 
senting in general terms a “food policy,” should prove valuable to the 
legislator who must pass upon many questions of food control; to the 
administrator, who is charged alike with organizing the habits of con- 
sumers and of producers of food; to the speaker, who must preach food 
conservation in the land; to the consumer, whose eternal appetite is at 
the bottom of the problem; and to the producer, who wishes to turn his 
labor and the properties of his soil into staple food products with the 
least waste. Under present conditions a skilful presentation of so com- 
plicated a matter would call for congratulation to the authors for an 
invaluable service rendered the country. On the contrary an inadequate 
and bungling treatment merits the severest condemnation; for in the 
current crisis even heroic work, if ill-advised, cannot be excused under 
the catholic commendation of all things which are well meant. 
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We can thank Mr. Kellogg and Mr. Taylor for having seen something 
of the importance of the problem and for addressing themselves to it. 
In a matter of such grave concern our first inquiry must be the com- 
petence of the authors for the delicate and particular task in hand. This 
is vouched by the title-page of the volume which sets forth that Mr. 
Kellogg is a member “of the United States Food Administration, and 
the Commission for Relief in Belgium, and Professor in Stanford Uni- 
versity, California,” and that Mr. Taylor is a member “of the United 
States Food Administration, and Exports Administrative Board, and 
Professor in the University of Pennsylvania.” This guarantee of adapta- 
bility to the task is countersigned by Mr. Herbert Hoover, ‘United 
States Food Administrator, and Chairman of the Commission for Relief 
in Belgium,” who contributes a preface. The indefiniteness of the pro- 
fessorial competence is dispelled by ‘‘Who’s Who in America,” which 
unhesitatingly pronounces Mr. Kellogg a zodlogist and Mr. Taylor a 
physical chemist. 

How well their special researches have fitted them for solving the 
problem of the reorganization of the production and consumption of 
food is best attested by the volume itself. It begins with a short Intro- 
duction and closes with a brief Conclusion. The 209 pages which “fill” 
between are devoted to two extended discussions. The first of these is 
concerned with “The Problem and Its Solution”’ and includes chapters 
upon ‘‘ The Food Situation of the Western Allies and the United States,” 
“Food Administration,” “How France, England, and Italy are Control- 
ling and Saving Food,” and ‘“‘Food Control in Germany and Its Lessons.” 
The second chapter, seemingly superfluous inasmuch as the problem has 
reached ultimate solution in the first, is given to a study of “The Tech- 
nology of Food Use,”’ to which discussions of the “physiology” and the 
“sociology” of nutrition are subordinate. It also contains a discussion 
of “Grain and Alcohol.” 

As one ventures into the volume its grievous shortcomings become 
increasingly apparent. In the first place the presentation of the food 
situation is inadequate and inconclusive. The basis for a clear-cut 
picture is lacking since there is no account of the tendencies in agricul- 
tural development in the several countries in the years immediately 
preceding the war. To cite illustrations, the fact that Germany’s food 
production increased much faster than population during the thirty 
years ending in 1914, and the fact that by this date the staple foods 
exported by the United States had fallen to a small percentage of the 
national output, are absolutely essential to an understanding of the 
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situation. Yet allsuch facts are omitted. Nor does the volume contain 
anything which approaches an articulate statement of the conditions 
which accompany war and which tend cumulatively to decrease pro- 
duction. Again to illustrate, it is significant that fully one-quarter of 
the land cultivated in France in 1913 has been lost to French tillage, 
and that the productivity of the remainder has been decreased by fully 
20 per cent. Yet facts of such manifest importance are overlooked 
and the conditions responsible for them receive not even cursory con- 
sideration. The authors content themselves with a few scattering and 
ill-arranged facts and figures which throw some light upon current con- 
ditions. But even these are not accurate, as will be attested by anyone 
who has checked through the statistics of current food production. In 
short by throwing together a few pieces of a cross-section they have tried 
to present a situation which is a stream of tendencies. 

In the second place the volume betrays the authors’ ignorance of 
the importance of the price aspects of the food problem. They know, 
to be sure, as many references will attest, that there are such things as 
prices, but apparently they have still to make the acquaintance of the 
price system. They seem quite unmindful that even in these days of 
exalted patriotism particular prices are still powerful incentives to 
economic conduct. More important still, they fail to realize the elemen- 
tary fact that in any program for the regulation of consumption the 
scheme of prices is a piece of mechanism of the utmost importance and 
cannot be neglected with impunity. So far as prices are recognized the 
authors conclude that they are high (there is no conception of a price 
level), that this calls for lamentation throughout the land, and that some- 
thing ought to be done about it. Evidently that something is to yank 
them down unceremoniously. Quite practically they would attempt to 
secure a larger surplus of food for the allies by lowering prices, thus, of 
course, discouraging production and encouraging consumption. 

Fortunately, the United States Food Administration itself has not 
been equally oblivious to the importance of the price mechanism. As 
many of its actions clearly show, it recognizes that high prices are a 
stimulus to the production of the commodities whose supplies it wishes 
materially toincrease. Unfortunately, however, even the Food Adminis- 
tration has not yet clearly realized that the way to encourage people to buy 
products whose food value is low is to increase their prices and through 
these stimulate the production of commodities which have far less food 
value than others which might be produced from the same elements. To 
criticize the authors in this connection one does not have to insist, as 
many economists doubtless would, that an attempt to keep prices down 
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is inconsistent with the larger objects of food administration. Experi- 
ence and theory combine in indicating that, under adequate and well- 
considered supervision, prices may be kept down at least within limits 
without interfering with large production. But a policy which seeks 
so complicated an end imposes serious limitations upon the guidance 
exercised over economic conduct by the price system, and it is neither 
to be successfully formulated nor efficiently administered by one who 
does not appreciate the nature and complexity of the structure of prices 
and the function which it performs in the economic order. 

In the third place, and most significant of all, the authors fail to 
grasp the real food problem. It cannot be too often repeated that 
military efficiency waits upon a reorganization of the resources of pro- 
duction. These resources, despite our extravagant ideas of their size, 
are limited. At the earliest possible stage of the productive process 
they must be diverted from the production of nonessentials to the pro- 
duction of essentials. Since the labor, materials, properties of the soil, 
and fertilizers out of which future food supplies must come are finite, 
they must be used to turn out those products which have the highest 
food values in proportion to the resources which they embody. In any 
food program the end must be commodities which satisfy the elementary 
pangs of hunger, not those which administer to the pecuniarily aesthetic 
taste of the dietetic dilettante. Perhaps this diversion cannot be accom- 
plished by voluntary effort, certainly it cannot be effected by a regulation 
of consumption alone. But so far as a change of consumptive habits 
can be made to further it, people must be taught to demand products 
of relatively high food values. Certainly they must be dissuaded from 
purchasing goods whose food value is small in proportion to the resources 
embodied, for such buying causes prices to rise and tempts producers to 
use their resources in uneconomic ways. To this larger problem the 
authors are blind. Ina passage which very nearly transcends the limita- 
tions of the prose medium which they employ, they exclaim, “ Patriotism 
and food! Winning a world war by eating corn and chicken instead of 
wheat and beef!” This advice, quite characteristic of the teaching of 
the book, ignores the manifest facts that the barnyard now furnishes a 
very small part of the commercial supply of chickens, and that a chicken, 
in terms of industrial organization, represents a very wasteful process of 
converting potential food resources into actual food. So far as this and 
similar homilies can be understood it is upon the assumption that the 
authors believe that the war is to be won out of existing stocks of food. 

An appraisal of the volume calls for no very recondite mathematical 
calculation. Upon obvious matters as, e.g., the economics of the clean 
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plate and the sociology of the garbage can, about which the wayfaring 
man need not err, it says the obvious and conventional things. Upon 
questions of real importance it is useless, and, one is almost inclined to 
say, vicious. It is unfortunate that an attempt to treat the food problem 
so ill conceived and so hastily done as this found its way into print. That 
it has appeared with the semiofficial indorsement of the Food Adminis- 
tration is a grave matter. It will prevent many, who otherwise would 
be critical, from exposing its many sins of omission and commission. 
Yet this indorsement makes all the more imperative the duty of the 
reviewer. In time of peace a book of this character would be laughed 
out of court or, better still, ignored entirely by students of the problem 
with which it deals. In time of war it is their duty to protect the public 
against its conclusions. 

But all of this does not mean that the volume is valueless. Far from 
it. Its value resides not in the prosaic domain of throwing light upon 
current problems but in constituting a unique and valuable intellectual 
phenomenon. Who knows but some day an investigating committee 
will be appointed by Congress whose bias is not altogether anti- 
intellectual. ‘They would find in this a curious example of what happens 
when two men, experts upon the biology and chemistry of nutrition, 
but unacquainted with the nature of the industrial order, set to work to 
turn out a plan for the reorganization of consumption and production 
to the end that the industrial system can accommodate itself to the 
imperative demands which the war is making upon it. Perhaps they 
would include it as ‘Exhibit X”’ in a comprehensive report explaining 
why we were so tardy in getting organized for war. If sucha committee 
is not appointed some erudite scholar of the twenty-first century will find 
great pleasure in exposing it as a sample of the thought of an age which 
pretended to deal with its problems scientifically, but was so much under 
the spell of the superstition that science is a panacea that it allowed 
formulas for meeting an emergency problem in socia! organization to be 
magically juggled out of a test tube. Watton H. HaMItTon 
AMHERST COLLEGE 


Poverty and Social Progress. By Maurice PARMELEE. New York: 

Macmillan, 1916. Pp. xv+417. $1.75. 

The purpose of this book as stated by the writer is “to give a com- 
prehensive survey of the problems of poverty which shows the one-sided 
character of many of the explanations of its causation and which will at 
least furnish the starting-point for an effective program of prevention.” 
The material is organized under three heads: Part I, Introduction; 













Erie Uiisadnes seaonioee aes 



































BOOK REVIEWS AND NOTICES 319 


Part II, ‘Causes and Conditions of Poverty”; and Part ITI, ‘Remedial 
and Preventive Measures.” 

The volume has a distinct value, one that will be appreciated by the 
general reader, as a compendium of the current literature of poverty and 
of the propaganda of social reform. With due recognition of this service 
students of social science are likely to close the book with a sense of 
dissatisfaction. The economic analysis, though necessarily superficial 
and sketchy, has an assumption of comprehensiveness and finality that 
can but irritate specialists in this field. The sociologists and others who 
had looked forward to a radically different type of analysis by the 
author of The Science of Human Behavior are disappointed. They 
expected a thought-provoking probe of the problems of poverty and 
social progress in terms of the mechanisms of conduct. 

The failure of this attempt to make a significant contribution to 
applied sociology is due in part to an apparent disinclination of the writer 
to examine critically his general assumptions or to make a fundamental 
analysis of the problems presented. The tiresomely reiterated phrase “it 
goes without saying” is unconscious confession of this tendency. A 
concrete illustration is the statement in the Preface that “while all the 
important causes of poverty are discussed it goes without saying that the 
outstanding ones are the economic factors, since poverty is primarily an 
economic condition” (reviewer’s italics). This statement is undoubtedly 
only a curious lapse of logic and not sophistic juggling with facts. 

In his admirable enthusiasm for the future of the humanitarian 
movement the writer overlooks its possible inconsistencies with demo- 
cratic ideals which he also approves. So insurgent a concept as the 
author’s personal definition of normal life as “the spontaneous expres- 
sion of human nature”’ is reserved for intuitive declaration on a conclud- 
ing page. The establishment of this generalization is a thesis in itself. 

E. W. BurRGEsS 


UNIVERSITY OF CHICAGO 


The Human Side of Business. By FREDERICK PEIRCE. Phila- 
delphia: Frederick Peirce & Co., 1917. Pp. 214. 

The Human Side of Business might well be characterized as an 
informal chat by an authority in the field of bond salesmanship. With 
but little introduction Mr. Peirce takes the reader into his confidence 
and in simple direct English tells an unvarnished and stimulating tale 
of his experience and observations as an executive in a large bond house. 

It is difficult to understand why the book was given the title The 
Human Side of Business. In itself the title does not speak the truth; 
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or, as a jurist would say, if it tells the truth it does not tell the whole truth 
and nothing but the truth. The book is limited to the consideration of the 
bond business. More specifically, after the first three chapters, which are 
merely introductory, the book is devoted entirely to the problem of bond 
salesmanship. It is true of course that the elements of human nature 
present in one branch of business are present in every other; the difference 
is not one of kind but of degree. Possibly the author had this idea in 
mind. Possibly, also, he wanted to arouse the wholly justifiable impres- 
sion that the contents of the book are neither technical nor intangible, 
but concretely and humanly told in the language of the business world. 

Call the book “The Human Side of Business,’ or “How to Sell 
Bonds—Humanly Told,” or use some other title, and still the book is a 
commendable production. To a surprising degree the writer places 
before the reader the ammunition used in his profession. When a 
problem is developed the concrete method used to meet the difficulty 
is produced—a list of questions helpful in determining an applicant’s fit- 
ness for a position as a bond salesman, a bullish sales letter to put confi- 
dence into the sales force, a letter to stimulate the country seller, another 
to keep the city salesman at work, desirable devices for use in dealing 
with customers directly by mail, and similar suggestive material. Not 
all the suggestions are new; that isnot tobeexpected. Yet there is a fair 
degree of freshness in the whole, and the practical feature is the fact that 
the same letters and the same methods have been tested and found 
effective through everyday use by the house of Frederick Peirce & Co. 

Chapters ix, x, xi, and xii are somewhat unique, consisting as they 
do of talks given to salesmen by Mr. Peirce and his associates. The 
very informal nature of the discussions and the episodical method of 
instructing furnish an interesting method of leading the reader by the 
inductive process to a realization of effective methods in salesmanship. 
The degree to which the elements of dogmatism are removed in these 
direct, personal chapters is a tribute to the tact and skill of the author. 

In the Conclusion the writer anticipates the very natural query of the 
reader: In this day of keen competition why are disclosures so freely 
made of knowledge and experience gained through years of persistent 
effort? That Mr. Peirce should write to “stimulate the further develop- 
ment of new methods, adaptable to this and other lines of activity” is 
particularly a tribute to him as a broad-minded business man. The 
Human Side of Business is a handbook for bond salesmen, and in a wider 
sense it is a contribution to the field of commercial education. 


WILLARD E. ATKINS 
UNIVERSITY OF CHICAGO 





